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STRANGE LANGUAGES, 
GOOD CUSTOMERS 


Trade speaks many languages in the Pacific world— Russi in, 
£ Japanese, Chinese, Korean, and the English, Spanish and ciale ts 

~ “le . . 
of the Philippines. In all of these tongues, more and more bv si- 
ness men are saying, “Ship the goods via Seattle or Tacoma.” 
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i Ak ra The reason? These twin northwest seaports have highly efficicnt 
4 4g port facilities closest to the Orient and they also have The Mil- 
BE if 4 waukee Road to serve them. With 11.000 miles of modern railroad 
x 4 4% extending from the midwest to its own ship-side docks on Puvet 
J gl ee Sound, The Milwaukee Road has the physical facilities to expedite 
17 £6 the handling of export and import freight. 
4 I~ It has, too, an organization of men thoroughly versed in foreign 
& 4] trade. If your future business plans include trade in the Pacific 
areas, you can get valuable assistance from this railroad. See your 
CHINESE FOR “Ship via The Milwaukee Road nearest Milwaukee Road representative orwrite R.T. McSweeney, 
through Seattle or Tacoma” Oriental Traffic Manager, Room 780, Union Station, Chicago 6, IIl. 
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Serving the gateways to Hawaii and the Far East 
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Advertisement 


WALL STREET 


RAILROADS: 
Green Light Ahead? 

The U. S. rails remain the steel 
crossbeams on which our national 
existence, safety and unity depend. The 
development of American railroading 
is an inspiring story . . . a story of 
brawn and brains which have com- 
bined to make our rail system the most 
efficient in the world. Today’s number 
one question: Can profits keep ahead 
of rising operating costs? Rail trans- 
port is an expensive operation. For 
example, one new diesel locomotive 






















































NUMBER ONE PROBLEM: 
Costs vs. Profits 


costs around $450,000 and prices are 


rising. 





Competition & Competition: Rail men 
have to fight the battle of 
rising costs vs. profits but must take 


not only 


the measure of growing competition. 
ships and pipe lines 
after bulk fre:ght and are getting their 
share of the business. The 
busses and private automobiles landed 
a body blow to the rails’ passenger 
business before the war and the situa- 
tion has bettered little since. Hope is 
that new equipment and better service 
will brighten the picture. 


sarges, are out 


airlines, 


Securities: U. S. rails are the most 
heavily capitalized of any American 
business, securities ranging from top- 
grade bonds to highly speculative 
stocks, Investors will want to study all 
available facts* before determining the 
attractiveness of such securities for in- 
vestment purposes. 








*A copy of “RAILROADS,” 
survevs, may he had w'thont obligation. Just address 
request to: Dept. ‘“‘MW’’ Merrill Lynch, Pierce, 
Fenner & Beane, 70 Pine Street, New York 5, N.Y. 


newest of Merrill Lynch 
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UR thoughts reach out to you with the greatest goodwill and best 


wishes for Christmas and the year ahead. 


Having lived in this world a long time, in the thick of events, | 
am not moved to pessimism for the future by the shrill staccato of 


insistent demands at home and abroad. 





| know that faith and individual constructive action will see us 
through this crisis also—and into a period of economic expansion 
greater than we have ever known, bringing in its wake opportunities 


for happiness and prosperity in full measure. 


To you—our friends and subscribers—with all our hearts we wish 


you health, happiness and success in 1947, 
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HIGHLIGHTS 








(1) The final day of the Nuremberg Trial; (2) the Presi- 
dent addresses opening session of the United Nations 
General Assembly: (3) Republicans jam National 
Assembly in Chicago to lay the ground for sweep- 
ing victory; (4) meat supplies jump with end of 
OPA; (5) Truman receiving word of Rail Strike Settle- 
ment; (6) John L. Lewis ends fight against Government 
e 

















AS BROAD AS BUSINESS ITSELF 


tYyS 


AS BROAD AS 


| CHRISTMAS, 1946—As we celebrate the nativity of 
| the Prince of Peace, men’s hearts are |wondering 
/ anxiously about chances for peace “in our time”. 
Can we look for an era of genuine peace on earth, 
or does another holocaust threaten? That question 
may eventually be answered by what is happening in 
the United Nations organization these days, and the 
situation is not without a basis for optimism. 

It is too much to expect that either men or na- 
tions will be reformed overnight, but we can hope 
that they will be more sensible in their dealings with 
one another, and use peaceful means rather than war 
to settle differences. While the present United Nations 
set-up is far from perfection, the very fact that the 
nations are willing to argue their differences before 
this tribunal is an encouraging sign. There have 
been some spirited debates recently in the General 
Assembly, and one of the encouraging developments 
is the way in which the western democracies have re- 
covered considerable initiative and prestige. 

From the very start of the United Nations meet- 
ings, the Molotov-Vishinsky team grabbed the ball, 
so to speak, leaving the western democracies on the 
defensive most of the time. These two Russian dele- 
gates have time and again been the problem children 
of the Assembly, to the dismay and confusion of 
Britain and the United States, who wanted to follow 
more orthodox procedures. What the democracies 
needec. was a champion who could outwit and out- 
maneuver the Russians at their own game, and he 
seems to have emergéd in ‘the person of Sir Hartley 
Shawcrosse, a British delegate. 


The Trend of Events 


BUSINESS iTSELF 





What happened last week was a combination of 
heavy drama with comic overtones. It all began 
when Molotov and his associate challenged the Anglo- 
Americans to accept armament inspection as well as 
troop inspection, as the latter had been asking. They 
did so obviously expecting the challenge to go un- 
heeded. But, at this point, Sir Hartley sprung up 
and met the challenge with an “agreement in princi- 
ple”. This sudden turn of events so flabbergasted Mr. 
Molotov that he was at loss for an answer. First, 
he attacked the Shawcrosse plan, then hedged on it. 
The Russian bluff had been called, and none knew 
it better than the Russian delegates themselves. 

Both plans have been further amended, but the 
really significant point is that the democracies have 
been able to recover some of their lost initiative and 
prestige, and have evidently found a spokesman who 
‘an beat the Soviets at their own game. The con- 
sensus of observers at the United Nations meeting is 
that Molotov and Vishinsky have suffered an impor- 
tant setback through the way the debate turned out. 

Incidents like these, however, are only passing 
matters, in the long-range process of building a 
durable foundation for world peace and reconstruc- 
tion. The important fact.is that such a foundation 
is being erected, and that the democracies will be 
more influential henceforth. 

Another interesting development in the United 
Nations organization is the further evolution of its 
economic functions. Another step toward bringing 
the Economic and Social Council to final realization 
is the recent appointment of members to its various 





Business, Financia, and INvestMENT CouNSELORS 





1907—“Over Thirty-nine Years of Service”—1946 





DECEMBER 21, 1946 





289 

















committees on employment, transportation, com- 
munications, finances, population, etc. 

Similarly, the General Assembly moved to give 
early consideration to other major issues of the day. 
It adopted a resolution for setting up an Interna- 
tional Refugee Organization — which, incidentally, 
the Russians violently oppose—for aiding repatria- 
tion of the millions of displaced persons throughout 
the world. It also approved the Soviet-sponsored 
plan to give the World Federation of Trade Unions 
a special position in the United Nations organiza- 
tion, then provided a similar role for the American 
Federation of Labor. Having attended to these and 
other urgent matters, the General Assembly ad- 
journed its first session in this country in a feeling 
of optimism and good-will. 


GLOBAL CURRENCY STABILIZATION—T he world’s 
first venture into the realm of global currency regu- 
lation is about the begin. Because of the magnitude 
of the experiment and its all-embracing scope, it is 
one of the momentous financial milestones in history. 
After months of planning and debate, the currency 
stabilization plans of the International Monetary 
Fund will pass from the blueprint stage to reality. 

Directors of the Fund will “quick-freeze” at about 
their present levels the currency exchange rates of 
33 nations. ‘Tentatively, this means that the Fund 
will accept as the official rate whatever value each 
country places upon its respective currency in the 
foreign exchange market. Highly significant is the 
fact that the U.S. dollar is recognized officially as 
the yardstick for all other world currencies, an in- 
teresting commentary on the position which the 
dollar has attained in world trade and finance, sup- 
planting the pound sterling which for centuries had 
been the leading medium in international trade. The 
gold content of the U.S. dollar is recognized as 
15 5/21 grains of gold, 9/10 fine, as prescribed 
by Congress. 

If the aims of the program can be realized—and 
eventually they should be—the world will have taken 
a long step in the direction of international coopera- 
tion and world peace. It should act as a bar to 
currency wars—which in the end benefit no one— 
and, by establishing monetary stability, can greatly 
aid the revival of international commerce. Natur- 
ally, a program of such scope will meet numerous 
problems and operational difficulties, but these in 
time should be solved satisfactorily. 


One of the immediate problems faced by the 
Fund authorities is the danger of “fictitious” 
values assigned by certain nations to their re- 
spective currencies. A fictitious” value, in this 
case, would be an official exchange rate that has only 
nominal meaning, one that is far out of line with 
the real exchange value of the currency for goods 
and services in the world market. However, the Fund 
has a pretty good idea where these overvaluations 
exist, and is approaching the governments in ques- 
tion with official missions who will explore the situa- 


tion in detail, and request more “realistic” values. 

This particular problem is a rather ticklish one, 
for drastic changes in some instances might not only 
affect a nation’s status in the world market, but could 
bring about far-reaching internal changes, econom- 
ically and politically. However, one safety provision 
under the new arrangement is that while present 
values are tentatively accepted, actual buying and 
selling won’t commence until March 1, 1947, and in 
the interim, it is believed, such readjustments as 
may be necessary can be made. But even after final 
values are established, the exchange rates will still be 
sufficiently flexible to meet changing economic con- 
ditions where necessary, through appropriate action 
by Fund authorities. The object will be to provide 
flexibility by cooperative effort rather than by uni- 
lateral action as in the past. 


AN ENCOURAGING SIGN—Despite all the talk of 
gloom and recession, Mr. John Q. Public seems to 
be betting favorably on the business outlook. That 
is the interpretation one may read from the encour- 
aging estimates just released by the Life Insurance 
Association of America. According to this source, 
both new life insurance purchased and the total 
amount in force will make new records this year, con- 
trary to earlier predictions of a slump in insurance 
business. 1946 purchases will total about $23.5 bil- 
lion, or roughly 47% over last year. Still more in- 
teresting is the fact that this will run about 30% 
over the previous peak of $17.9 billions of new in- 
surance written in 1929. The total in force at the 
year-end will approximate $116 billion in ordinary 
policies, $30 billion in industrial insurance, and $28 
billion in group contracts. 

What makes this trend encouraging is the fact 
that the average person ordinarily does not buy more 
life insurance unless he is reasonably sure he can 
carry the additional premiums in the years ahead. 
Since insurance is an investment (and one of the 
best one can make, at that) in which nearly all 
classes participate, the trend of new policies is a 
pretty good poll of public opinion on the business 
outlook. A rising trend of new policies is a popular 
vote of confidence on the future, just as heavy can- 
cellations and lapses are an omen of pessimism. 

Of course it can be argued that this higher level 
of insurance is being bought with cheaper dollars than 
in the past, since costs and prices are so much higher 
today than in the past. But that is just one of the 
reasons that makes insurance a smart “buy” just 
now. Eventually these policies will be paid off, or 
can be cashed in, for “dearer” dollars, when prices 
come down again. 

The rise in new business and total policies in force 
is favorable for many reasons, not only for what it 
implies about the business outleok, but because it 
constitutes an indirect investment in United States 
Government securities of which insurance companies 
are heavy purchasers. Thus, a life insurance policy 
is not only an investment for one’s self and family, 
but a shareholding in the nation itself. 
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By CHARLES BENEDICT 


SHOWDOWN 


HERE WAS A DEFINITE return to common sense in 

the dispatch and decision with which the coal 
strike was met. For the first time in many years 
the familiar delaying, red-tape technique and po- 
litical intrigue failed to work. As a result, this 
head-on collision with Lewis is likely to mark the 
final phase of the irrational demands from irresponsi- 
ble labor-union leaders, and bring the end also to the 
pretension of men 
like the coal czar 
for supreme power 
over the people of 
the United States. 
The results will 
have far-reaching 
effects both here 
and abroad. 

True democracy 
has not been func- 
tioning in our 
country. The epi- 
thet “decadent de- 
mocracy” was fully 
justified. For some 
time past our coun- 
try has been sub- 
ject to gangster 
control by petty 
tyrants very little 
different from that 
exercised by the 
Chinese warlords 
who preyed on the 
people of that un- 
happycountry,and 
who, through a 
campaign of terror 
reduced them first 
to utter poverty, 
and finally, to com- 
plete slavery. 

Europe and Asia long familiar with the process, un- 
doubtedly have been wondering how soon guerilla 
raids would be breaking out here. It is not surpris- 
ing, therefore, that they feared this so-called de- 
mocracy which impotently permitted destructive 
forces to operate without hindrance under “legal” 
and “constitutional” devices. 

It was fortunate for us that political developments 
in this country had reached a turning point when 
Mr. Lewis over-reached himself. The Democrats, on 
their way out, had lost the last election despite years 
of toadying tolabor. There was, therefore, no reason 
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Which Is the il Union? 


for “political expediency” this time. This situation 
was thus made to order for the Republicans now 
mcving into the driver’s seat. It paved the way for 
stabilizing labor legislation without fear of reprisals. 
It also brought the realization that the mandate from 
the people in the last election provided the oppor- 
tunity and the responsibility to bring on an economic 
recovery assuring a Republican victory in 1948. 
During the peri- 
in HHT od intervening be- 
ij i] Hl tween now and 
ih| | then, our whole po- 
Hi sition can be stabi- 
| lized and prepared 
| for a broad expan- 
i sion by the use of 
our best brains— 
economic and fiscal 
—those with the 
most practical and 
widest experience 
in production and 
distribution. And, 
because of the im- 
portance to labor 
of a soundly-con- 
ceived policy on 
foreign trade, di- 
rection should be 
in the hands of spe- 
cialists with a real- 
istic approach to 
foreign labor and 
industry. 

Experts in m- 
port and export 
trade, fully ac- 
quainted with the 
potentials in the 
various countries— 

preferably those 
having established —— serve the country 
well in this necessary branching out that is called for 
by the new productive capacity developed during the 
war. A proper organization of our wealth and re- 
sources, and a government strongly upholding the 
principle of true democracy, would lead the world 
toward a better life, and toward the political sta- 
bility that would insure a firm peace. 

The determination of our government to put Lewis 
in his place will undoubtedly restore a measure of 
respect throughout the world that will enhance our 
prestige in diplomatic (Please turn to page 338) 
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Market Factors As We Enter New Year 


On the basis of recent action we believe that 
chances for additional market recovery to the 
year-end, or somewhat beyond it, are better 


than even. We would use any such period 


By A. T. 


WE WRITE THIS ANALYSIS, it is still a trading- 
range market; but on the basis of recent technical 
indications the probabilities are that the low for De- 
cember has been seen, that the Dow-Jones industrial 
average over the immediate future will again try to 
gnaw away at the 176-177 level (which is the pre- 
vious rally high in the trading range) and that 
better prices will be seen over the year-end period. 
The calling off of the coal strike without any set- 
tlement of the disputed issues, in combination with 
the announcement by the ICC of freight-rate in- 
creases even larger than had been expected, brought 
a sharp rally at the start of last week. It carried 
the Dow rail average to a new intermediate-recovery 
high well above its November top which, in turn, 
had bettered any October rally. An almost identical 
chart pattern is shown by the utilities, which bet- 
tered all previous levels back to early September. 





of strength for further reduction of specu- 
lative holdings. There is no change in our 
view that economic .readjustment, of stock 
market importance, shapes up for 1947. 


MILLER 


True, the industrial average also made a new rally 
high on that upturn but it was by a very slight mar- 
gin and was followed immediately by a considerable 
relapse when the CIO opened its new wage drive with 
a fanfare of publicity. As we go to press, both the 
industrials and rails are slightly under last week’s 
best levels but tape action seems promising. The de- 
ficit gap in market support, charted on this page, 
has narrowed considerably, with the supply line at 
the lowest level in some months, and the demand line 
maintaining the irregular recovery trend pointed out 
here a fortnight ago. 


A Basis for More Rally 


Barring unex pected adverse news developments of 
importance, we believe the case for additional rally 
over the near term is reasonably convincing. The fol- 
lowing considerations would seem to point that way. 

First, the market’s refusal over a peri- 





MEASURING MARKET SUPPORT 


SUPPLY OF STOCKS 
AS INDICATED BY TRANSACTIONS: 
AT DECLINING PRICES 


0 DEFICIT GAP 
IN MARKET SUPPORT 


DEMAND FOR STOCKS 
AS INDICATED BY TRANSACTIONS 
“AT RISING PRICES 
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od of many weeks to extend the major 
downtrend. Second, the marked im- 
provement in the supply-demand rela- 
tionship in the chart already referred 
to. We can not predict whether this 
will reverse the sell signal given last 
July. That it may do so over the peri- 
od just ahead is a possibility to be 
watched for. (The writer is inclined 
to anticipate it). Third, sentiment has 
improved enough so that tax sales are 
being largely offset by immediate pur- 
chase of other issues with funds so re- 
leased, which means that tax selling, 
on balance, is not now a significant de- 
pressing factor. Fourth, as noted be- 
fore, seasonal tendencies are, or very 
soon will be, favorable; and normally 
are influential at least into early Janu- 
ary. 

While we do not see anything basi- 
cally bullish in the labor situation or 
the status of foreign affairs, it is un- 
likely that the market will find cause 
in either for fresh discouragement over 
the near term. Begun as usual in the 
newspapers, the CIO wage drive will 
soon get down to the plane of 
private negotiations with the employ- 
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ing corporations. There are 





a number of reasons for daa see Ni —_ 

doubting that there will be |** OT cow en 
important strikes, and for PRICED | PRICED [300 STOCK agg 
believing that the CIO will |,,, a 





settle on pretty moderate 
terms. Be that as it may. 
The negotiations will drag | iso | 
out over a period of weeks. 
That prospect—and uncer- 
tainty about what kind of |! 
settlements will be arrived at | 
alli," I 














between late winter and 
spring—should not bother 
the market too much over 
nearby weeks. As for the 0 
international situation, the 
Kremlin has turned on its 
medium-good behavior for |? 
reasons — doubtless ulterior | 17 
—of its own. We assume 
those reasons will hold good 
for at least a few weeks, may- 
be longer; and hence that a _ | 100 
year-end market rise has an 
adequately clear road on this 
count. 

As to the scope and dura- 
tion of the recovery e€nvision- 
ed, we have no conviction. 
The rule-of-thumb on inter- 
mediate recoveries—based on 
past market habits and offer- 
ing the analyst wide latitude 
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—is a rise lasting anywhere Ze 
from several weeks to several Fb 
=4 


months, and making up any- 
where from a third to two- 
thirds of the preceding phase 
of major decline. Approx- 
imately the minimum re- 
quirement has been met by the industrials whether 
you figure the rise from the October or the Novem- 
ber low; something better than minimum by the rails 
and utilities. Let’s put it this way: Figured from 
the probable December low (which seems to have 
been made December 2) or any level near that, a 
rise by the Dow industrials to around 180-183 would 
be roughly in line with the average percentage of 
past year-end rallies. 





Adjustments in View 


Regardless of just where it goes, we continue to 
feel that a recovery phase should be utilized to pare 
down undesirable holdings further. At best, even if 
one cares to guess that the bear-market lows have 
been seen, there will be further downside tests which 
almost certainly will put prices lower than they are 
now and probably close to the previous low. Until 
such tests have been met successfully, there can be 
no adequate basis for an assumption that the next 
major move is upward. Meanwhile we do not advise 
immediate selling, believing the time factors are such 
that we can afford to wait at least another fortnight. 
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We expect to recommend some liquidation, specifi- 
cally, before long—the exact time depending on “the 
look of things” around the year-end or just beyond. 

That implies, of course, that nothing has hap- 
pened to change our view of the fundamental eco- 
nomic factors. That view is that a substantial cor- 
rection is needed in prices and can not be avoided. 
Only a start of it has been made in farm prices. 
Anything that the CIO gains now will either shove 
inflated manufacturing prices still higher or delay 
their proper adjustment, either way at the expense 
of the much larger unorganized majority of con- 
sumers, whose buying power has been shrinking for 
many months. For related reasons, business capital- 
expenditure programs seem already to have passed 
their peak. No one can foresee just what the re- 
adjustment will amount to, especially in relation to 
the stock market—but the human tendency is al- 
ways to make light of indicated “recessions”, and it 
should be guarded against. If we are over-conserva- 
tive, there will be ample time to revise our view as 
the pattern of 1947 comes into sharper focus.—Mon- 
day, December 16. 





















HANSON 


By W. 


N THESE CONFUSING, troubled times, investors are 

quite understandably concerned with the problem 
of evaluating securities in the light of 1947 pros- 
pects. The problem is further complicated by the 
many cross-currents at work affecting security 
prices, so that greater discernment than ever is need- 
ed. It need hardly be stressed that one’s best chances 
for profit and income in the year ahead may depend 
largely upon decisions made and acted upon at this 
time. Careful discrimination is the keynote in today’s 
investment stragegy, but in order to act to fullest 
advantage, it is necessary that one use practical and 
realistic yardsticks. 

Successful investing is a science, in the sense that 
certain fundamental rules must always be observed. 
During periods of conflicting political philosophies 
and changing circumstances like the present, there 
is too often a tendency to be led astray by the sur- 
face indications and the changing currents of the 
day, rather than by the basic principles which must 
prevail in the long run. But while these fundament- 
als themselves do not change, the conditions to which 
they must be applied are in a constant change of 
flux, and 1947 will be decidedly a year of changes. 
Investment policy, accordingly, must be reconsidered 
in the light of such changes. 

With the objective of better enabling our sub- 
scribers to shape their investment programs to their 
respective, individual needs, we discuss herewith some 
of the major principal changes anticipated for the 
period ahead, and certain broad principles by 
which to chart their course. 

First and foremost is the question of earning 
power. While stock prices fluctuate from day to day 
through hopes and fears inspired by the shifting 
pattern of the news—political, industrial and finan- 
cial—they ultimately seek their respective levels on 
the basis of corporate earning power. Hence, in re- 
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viewing any particular issue in which you may be 
interested, the guiding principle is how its inherent 
earning power is likely to be affected by the probable 
developments of 1947. The answer to this question 
varies greatly as between one stock and another, but 
the yardsticks to be outlined herewith will enable the 
reader to reach definite conclusions and to determine 
his investment policy accordingly. 

One of the chief criteria for evaluating a particu- 
lar security is the status of the industry represented. 
Does the industry possess growth characteristics, is 
it static, or is it retrograde? More specifically what 
is the likely trend for the given industry for 1947? 
The new year will see important changes affecting 
many industrial groups, particularly as reconversion 
is accelerated, and it is most essential to know the 
probable effects of broad economic changes on these 
specific groups. In discussing growth prospects, it is 
necessary to distinguish betwe een long-term, “secular” 
growth, and the “ey clieal” growth of lesser duration. 
With this distinction in mind, the appended table 
lists typical examples of industries in each category. 


Sizing Up Your Investments 


The natural corollary to the position of the indus- 
try in which one holds stock is the relative status of 
the particular company within that industry. Does it 
rank among the leaders in the field, with well estab- 
lished earning power, or is it a marginal operator 
whose income is jeopardized in adverse periods of 
the business cycle? Similarly, what about its dividend 
payments, in both good years and bad? Facts such 
as these are matters of record, and can easily be as- 
certained; and practically every leading security is 
reviewed in this manner at some time or another in 
the Magazine of Wall Street for investors’ guidance. 

But the crux of the situation is whether the rela- 
tive position of a particular company is gaining or 
losing in its industry, and whether it is likely to show 
further change in 1947. Earnings of many corpora- 
tions were abnormally high during the war years, an< 
during 1946 appeared deceptively large because of 
non-recurring items, tax credits, etc, which factors 
will not be present in the year ahead. Many new 
factors are entering the corporate earnings pictur e, 
which will be discussed in greater detail later in this 
article. 

Another yardstick for the discriminating investor 
to apply is to note the true equity and position of 
his stock in the corporation’s capitalization Investors 
should be on the alert for possible changes in their 
equity status if the companies in which they hold 
stock have recently added materially to their senior 
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capitalization, or if their equity has been diluted by 
issue of new common stock. This can happen to old, 
well-established “blue chips” as well as to speculative 
issues, and it will be recalled that the initial sharp 
decline in American Telephone and Telegraph last 
August was caused by announcement of its new 
financing plans, which indicated a dilution of share- 
holders’ equity. 


' Realistic Investment Guides 


Still another criterion that bears careful watch- 
ing is the changing cash position of the corporation 
in which the investor holds stock. As 1946 was a year 
of tribulation for many organizations, it was neces- 
sary to dip into cash reserves in many cases, with the 
result that the financial backlogs built up during the 
war were, in some instances, drawn down rather sub- 
stantially. While the figures on over-all working 
capital for U. S. corporations as a whole are well 
above pre-war averages, the question arises as to how 
adequate such resources really are in individual 
cases, in relation to what they can purchase at the 
present level of costs. In other words, while most 
corporations have more dollars than pre-war, they 
are “cheaper” dollars, as measured by actual buying 
power. 

An investment yardstick of special significance for 
1946-1947 is the corporation’s vulnerability to ris- 
ing labor costs, and/or labor strife. This has been 
given added emphasis by the effect of 1946 strikes 
upon production, and the pressure of wage increases 
upon profit margins. While each situation is obvious- 
ly a law unto itself, and must be examined on its 
own particular merits, certain industries, as a group, 
are more directly affected than others in this respect. 


Effect of Labor Costs 


Industries with the lowest wage ratios are mainly 
in the consumer goods groups, while the highest 
ratios are found largely among the heavy goods 
fields. Industries where wage ratios approximate 
20% or less of total costs include chewing gum 
(probably the lowest, at roughly 7%), soft drinks, 
cereals, soap, tobacco, chocolate products and con- 
fectionery, corn syrup and vegetable oils, paints and 
varnishes, cigars and cigarettes, and printing ink. 
Groups where the wage-cost ratio runs from roughly 


COMPARATIVE GROWTH PROSPECTS 
OF LEADING INDUSTRIES 








LONG TERM GROWTH CYCLICAL 

PLUS CYCLICAL EXPANSION STATIC OR 

EXPANSION 2-3 YEARS DECLINING 

Air Conditioning Advertising Aircraft 
Air Transportation Agricultural Equipment Aircraft 
Containers Autos and Parts Engines and 
Drugs and Cosmetics Building Supplies Accessories 
Electronic Equipment Electrical Equipment Coal Mining 
Food Products Household Appliances Explosives 
Industrial Chemicals Industrial Machinery Shipbuilding 


Jet Propulsion Metals Small Arms 
Petroleum Products Office Equipment 

Plastics Paper 

Rayon and Related Fibres Rail Equipment 

Utilities Retailing 

















1 
Trend of Corporate Profits, Wages, Taxes ) 
and Dividends 
Billions of Dollars 
1928-1936 Cash 
Wages & Net Before Net After Divi- 
Year Salaries Taxes Taxes Taxes dends 
34.4 8.8 1.2 7.6 5.2 | 
36.2 9.3 1.2 8.1 5.9 | 
32.6 2.1 0.7 1.4 5.6 
26.9 et 0.4 —3.1 4.2 
20.2 aS” 2.6 
18.9 Sosa 0.4 —2.4 2.1 
21.9 0.8 0.6 0.2 2.7 
24.0 2.4 0.7 1.7 2.9 
27.1 5.1 1.2 3.9 4.7 
30.7 5.2 1.3 3.9 4.8 
27.7 2.4 0.9 1.5 3.2 
30.0 5.2 1.2 4.0 3.8 
32.9 7.3 2.5 4.8 4.1 
41.2 14.5 7.2 7.3 4.5 
52.5 21.3 12.3 9.0 4.3 
62.9 25.9 15.9 10.0 4.4 
66.7 23.3 14.6 8.7 4.4 
64.9 18.0 11.2 6.8 4.6 
66.4* 11.0* 4.0* 7.0* 5.0* 
* Privately estimated. 
Source: U. S. Treasury data, except where estimated. 














21% -40% include printing, petroleum refining, ce- 
ment, electrical appliances, glass containers, baking, 
rayon, radios, flat glass and containers. Industries 
where the ratio is over 40% comprise farm equip- 
ment, machine tools, auto tires, rail equipment, auto- 
mobiles and accessories, steel and shipbuilding. 
Having considered some of the principal criteria 
for guiding investment policy, we turn to the all- 
important question of earnings prospects for indus- 
try in general in the year ahead. This is one of the 
most controversial questions in the realm of business 
at present, as the subject of corporate earnings has 
become the harget for all (Please turn to page 334) 
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already recogniz- 
ing these changes, 

As in the case of 
the First Indus- 
trial Revolution, 
based upon the ap- 
plication of steam 
power to manufac- 
turing, the result- 
ant increase in 
production, and the 
accompanying in- 
crease in purchas- 
ing power to ab- 
sorb it by raising 
the standard of 
living, cannot come 
overnight. It devel- 
veloped by steps. 
through individua- 
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al inventions, im- 
provements in ma- 
chinery, new appli- 
cations, and better 
methods in one in- 
dustry after an- 
other over a period 
of more than a 
century. Begin- 
ning with steam 
power, it was ex- 
tended by electric 





By WARD GATES: 


HE WARTIME EXPANSION of industrial production 

and the sharp rise in manufacturing costs have 

not only created one of our most serious postwar 

problems, but have fortunately suggested the an- 
swer to that problem, namely, VOLUME. 

While information is readily available on the ex- 
pansion of output during the war to levels never 
before approached—in many industries running up 
to several times the prewar rate—it is difficult to 
measure accurately the substantial increase that took 
place in industrial plant, equipment, and productive 
capacity. During 1946, a transition rather than 
truly postwar year, the virtual completion of the 
task of reconversion and the return to free market 
prices have made it increasingly clear that business 
cannot be satisfied with a return to the prewar state 
but must adapt itself to materially changed condi- 
tions. Indeed, business is entering what may consti- 
tute—if the term be permissible—a “new era”. 

The period now beginning is no mere new “phase” 
or “chapter”. In view of the magnitude of the 
changes that have occurred, it seems more likely to 
be a veritable “industrial revolution” in the scope and 
intensity of its effects. Our economic machinery has 
been enlarged substantially, a new set of gears hav- 
ing considerably higher ratios installed, and the re- 
quirements for its efficient operation thereby altered. 
The securities markets, by their selective action, are 
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power as well as 
by the moderniza- 
tion of water pow- 
er technology. 

One of the best descriptions of this development 
and its benefits to society up to the time of the war 
was given by John H. Van Deventer, Editor of the 
Iron Age, in an address before the National Associ- 
ation of Manufacturers on December 7, 1939 on the 
subject of “Power Makes Plenty,” in which he 
said: 

“Seventy years ago, at the end of the Civil War, 
there was one horsepower at work in this country 
for each industrial worker. That was a long step 
ahead of the human drudgery of pre-power days when 
women and children climbed long ladders in British 
coal pits, loaded with bags on their backs. But even 
so, that one horsepower per worker in 1869 was 
sadly inadequate, for the physical effort that was 
part of the 12-hour working day, made the workers 
of that day old and decrepit at the age of 35. 

“Today we have about 5-horsepower for each 
worker in industry. Elbow grease is no longer at a 
premium and men are not hired simply because they 
have strong backs and biceps. * * * 

“It is significant that the plenitude of posses- 
sions, or lack of them, of the average person in dif- 
ferent countries varies in proportion to the amount 
of power that is available per worker in indus- 
try. * * * 

“During the 60 years between 1870 and 1930, 
private enterprise put 40 million additional horse- 
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dustry. 

“Our average gains in efficiency of production, 
through the use of power in manufacturing aver- 
aged about 24% per annum prior to the depres- 
sion. This sauce is our sole source of increased 
wages, increased dividends or shortened hours.” 

The Second Industrial Revolution will be based 
on high- volume operations, forced by the wartime 
expansion of productive capacity and sharp rise in 
break-even points. For example, a company which 
could make a profit before the war if operating at 
60% of capacity, might find that to make money 
after the war it must operate at 80% of a sub- 
stantially enlarged capacity. Of course, the actual 
rates vary for every individual company, due to 
differences in basic production costs and other 
factors. 

While business analysts disagree widely as to the 
mych-advertised “1947 recession,” they agree at 
least upon the highly uneven character of the 
present outlook in different industries, which makes 
generalizations even more dangerous than usual. 

The large but irregular expansion in volume of 
business during the war to new high levels (which 
can hardly be assumed as “normal”) may be seen 
from the accompanying table showing the gross 
income from sales and other sources of all corpora- 
tions in the U. S. for the years 1929, 1939, and 
1945, the latter figures being Department of Com- 
merce estimates. 


EXPANSION IN CORPORATE SALES 
(In Billions of Dollars) 
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It will be seen that the total sales of all manu- 
facturing corporations in 1945 were 2.4 times those 
of 1939, and double the high point of 1929. Ac- 
cording to this rough measure, there was an ex- 
pansion between 1939 and 1945 of 114 to 214 times 
in such industries as foods, tobacco, textiles and ap- 
parel, paper, lumber, furniture, chemicals, pe- 
troleum, leather goods, and stone products. There 
was an expansion of more than 214 times in rubber, 
iron and steel, nonferrous metals, machinery, elec- 
trical equipment, and transportation equipment. 
Automobile and truck production was down, but the 
industry expanded greatly on the production of 
war materials. 

A similar, though not generally as great, ex- 
pansion will be noted in the non-manufacturing 
lines, carrying the volume to the high levels to which 
the postwar prospects must be related. 

This wartime expansion of American industry 
was made possible in part by the addition of new 
plants, financed both privately and by the Govern- 
ment, and in part by obtaining much greater pro- 
duction from operation of existing ‘plants,—in- 
cluding those of high-cost “marginal” producers. It 
would have seemed unbelievable, had it not actually 
happened, that the manufacturing corporations 
could have expanded their sales from $58 billion in 
1939 to $146 billion in 1943, or by 150%, the latest 
date for which complete Treasury statistics are 
available. The financial effect of this expansion 
upon assets and liabilities is reflected in the com- 
posite income account and balance sheet given for 
the two years. 

Net capital assets, after reserves, increased from 
$23 billion to $27 billion or by $4 billion during the 
four-year period. This does not fully measure the 
wartime plant expansion, however, because: (1) de- 
preciation was increased by $6 billion as an offset 
to $10 billion increase in gross plant; (2) further 
expansion occurred since (Please turn to page 336) 



































TRENDS OF MANUFACTURERS’ SHIPMENTS 
IN RECONVERSION PERIOD 
400 INDEX AVER. MO. 1939=100 
DURABLE GOODS INDUSTRIES 

300 
seek ; 

7 = 

NON DURABLE GOODS 
INDUSTRIES 
at 1945 1946 
SOURCE: SUR.OF CURRENT BUSINESS 















Photo by Wide World 


RUSSIA’S 
Ceccaeuitiee asin Fithadl 


Russia's shadow of 
totalitarianism is 
spreading over the 
world, bringing far- 
reaching changes. 


laterally imposed), 
there is a rea] 
danger that th 
specter of businey 
recession and of 
unemployment wil 
stampede othe; 
Western Europea 
countries into bar. 
ter trade agree. 
ments with Russia, 
with the result that 
a large portion of 
world trade will 
flow through bi- 
lateral channels, 
unaffected by price 
changes and con- 
petition, and _ inac- 
cessible to Amer- 
ican business. 
What is the es- 
sential difference 
between the multi- 
lateral and. bilat- 
eral (barter) trade 
methods? Why 
must barter trade 
spread over widen- 





By V. L. HOROTH 


“to promote our cause, we must use any ruse, dodge, trick, cunning, 
o7° 9° 
unlawful methods, concealment and veiling of truth 


T= E CHANCES that international exchange of 
goods will expand and grow freer are really good. 
The work that was begun at Bretton Woods and the 
Anglo-American efforts at restoring the convertibil- 
ity of currencies are bound to bear fruit. But the 
battle for a freer and expanding world economy has 
not been won by a long shot. On the contrary. The 
protagonists of government foreign-trade monopoly, 
of the nationalization, of bureaucratic planning and 
of bilateral trade agreements have been able to chalk 
up a few gains among the countries that found 
themselves either on the periphery of the western 
world, or where the free enterprise system was weak- 
ened by the war. 


After securing its grip on Eastern and Central 
Europe, cynically abandoned at Teheran and Yalta, 
Soviet Russia as a champion of totalitarian trade 
methods, established a foothold in Sweden and Nor- 
way. Recently, negotiations for barter deals were re- 
ported between Russia and Denmark. Unless the 
Western World under the leadership of the United 
States assumes a firmer attitude toward the further 
extension of bilateral trade agreements (usually uni- 
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ing areas? Why 
must it lead to a 
gradual disintegra- 
tion of internation- 
al exchange of 
goods, preparing 
the ground for ever 
increasing government control over foreign trade, 
which must inevitably end in government foreign 
trade monopoly, then state capitalism, and finally 
collectivism ? 

Multilateral trading is based on tHe principle that 
any country should be free to sell its goods or serv- 
ices wherever it gets the highest price and to pur- 
chase them wherever it can get them cheapest. Mullti- 
lateral trading presupposes free convertibility of 
currencies. This means that a country may use the 
proceeds of its exports any place it wants to buy. 
By encouraging production where it is the cheapest 
and discouraging it where it is expensive, the mullti- 
lateral trading system works for the ultimate benefit 
of consumers all over the world. 

How, in contrast, does bilateral or barter trading 
work? Suppose, for instance, that Argentina and 
Russia conclude a bilateral trade agreement under 
which the proceeds of Argentine exports to Russia 
may be used to buy Russian goods (or vice versa). 
To get her money back from Russia, Argentina will 
decide to buy inferior Russian textile machinery, al- 
though she can get better and cheaper machinery 
from Great Britain. The result: the Argentine textile 
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Areas in the Russian Political and Economic Sphere 
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FOOD BASKET for the world, long taken for granted 
as an American contribution toward international 
stabilization, is running out. Conflict on the 
UNRRA policy is serious, critical; the La Guardia 








WASHINGTON SEES: 


It would be difficult to find a place where 
end of the coal strike was more gratefully re- 
ceived than in the ranks of labor itself. Wash- 
ington agencies of the union groups have been 
trembling at the possibilities raised by John L. 
Lewis stoppage of action in the colleries. 

The bushy-browed labor chief's belated ap- 
preciation of the majesty of the law and the 
sanctity of the contract was a convenient es- 
cape. He has been powerful, dangerously pow- 
erful, but the issue which his defiance of con- 
stituted authority created left the miners only 
these alternatives—to choose between him and 
the United States of America. It was a turning 
point. Lewis may gain the eminence he lost 
among his followers, but it isn't going to be 
easy. 

The action by the mine chief is not going to 
disperse the forces which he has caused to be 
arrayed against union organization. It still is 
certain that political expediency will temper 
the drive against labor's over-reaching but labor 
knows it is going to pay for its errors of per- 
formance in a price greater than has been 
enacted for the past dozen years. 

Apprehension here is that the punitive meas- 
ures will go too far. Lewis is trying to mobil- 
ize strength against governmental action and he 
is receiving some lip support from trembling 
William Green and other labor leaders but the 
rank and file simply is not with him. Based 
upon past history it is dangerous to predict 
that John L. Lewis is on the way out. But the 
obvious facts add up to no other conclusion. 








By E. K. T. 


theories have almost no support in the State De- 
partment. The Little Flower is losing ground. Since 
the November election there has been grave doubt 
that the International Food Commission, either, will 
be continued under its organic law, the Second War 
Powers Act. Proposals for new legislation have been 
thinned down to sugar, and fats and oils. That ap- 
peared safe ground until this month. Now there 
seems to be little likelihood that this country will 
share those commodities. Even the industry and 
the White House are weakening. 


FOREIGN TRADE controls are undergoing their first 
important revision in years. All affected agencies of 
government have followed the Presidential mandate 
to submit reports and, if they can, to justify past 
practices short of reciprocal trade agreements. Re- 
sult will be only a relative handful of commodities 
will remain under export and import licenses. But 
Mr. Truman is convinced there is psychological ad- 
vantage in continuing the system even if only for its 
diplomatic coloration. Basically, the President is a 
“free trader.” That may be a sop to some of his 
party members from the deep south, but free trade 
still remains a fighting term to a majority of con- 
gressmen. 


SUGAR IS KING today in the sense that cotton once 
was, sectionally and otherwise. Battle lines are form- 
ing and the results are far from clear. The advo- 
cates of decontrol are being held to a photo finish 
by the controllers. And the government, represent- 
ed by the Department of Agriculture, is confused. 
This can be taken for granted by @perators to whom 
the sugar supply is basic: there will be no important 
change in the supply or distribution outlook in the 
first quarter of 1947. But mid-year will see normalcy 
approached at least. 


REPUBLICANS are having a private family fight 
which may break out into (Pleasé turn to page 336) 
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Republican party leaders have canvassed the 
situation and have arrived at conclusions which they hope 
(and the word "hope" is used advisedly) represent the 











around the corner. But there are unknown quantities in 
the enlarged Republican delegation that justify a fingers— 
crossed attitude. 




















Election day, they are agreed, marked the end of 
an era. Under President Roosevelt the direction of gov— 
ernment was to the left. His successor, Harry S. Truman, 
followed that course with a slight deviation to the right. 
The Railroad strike sent the White House more to the 
right and John L. Lewis has left no course open but a race 
to determine which side of the congressional aisle will 


























gain the "rightist" title. 





The Administration will drop many of the appendages and liabilities which have 
fastened themselves onto the Democratic party in the past dozen years. That includes 
both personnel and policy. The Republicans, trying to capitalize on the beachheads 
gained in November, are calling for economy, break from the chains of government 
control. Each has aspirations, and each looks to the same goal. Neither has much 
in the way of definite plans. It's practically a stalemate at this point. 























The Republicans will boss the next Congress. Their leaders will carefully 
shy away from predigested legislation, the tag "must" which was used by Mr. Roosevelt 
is out of the legislative lexicon. A gradual evolution is projected. Trial balloons 
will be numerous; a "popular" program is the Republican goal in the hope that it will 
pay off in 1948. 




















Some — possibly slight, rather than 20 per cent — cut in individual 
federal income taxes is in sight. Easing of corporation taxes is less than an even 
money bet. The balanced budget, Republican chiefs now agree, depends upon economic 
and political breaks which are possible, not probable. Curbs and closer checkup 
on departmental expenditures are standout certainties. Bureaucrats are bracing 
themselves for the blow. 

















Agencies of government which existed prior to Pearl Harbor will continue to 
function. The life expectancy of those which came later adds up to a poor risk. 

The economic trends are being given only surface notice but the limited in— 
formation the GOP chiefs have been able to gather does not make for optimism. Federal 
agencies watching that field just aren't up to date, do not work on a current basis. 
Even where basic and fundamental truths are apparent, the economic prophets are 
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high. Fourteen years of trying to straighten out public thinking on the point that 
Mr. Hoover had nothing to do with a worldwide slump has failed to obliterate the 
notion that the crash was a localized one. The party, soon to come into congressional 
control again,. realizes a depression, however mild, will be a cross to carry. 








Labor and its capacity — and willingness — to produce, are definite factors 
in the economic equation. The Federal Reserve Bank index seems to have stabilized. 
There seems to be no direction in which it can move except downward. Outlook is that 
agricultural prices will slump in the spring, other commodities will follow that course. 
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Both parties seem near agreement on end of wartime controls. In this respect 
the Administration already has performed a notable job. Sugar, rice and rents 
represent the major items still on government leash. The Civilian Production Ad-— 
ministration will put the key in the lock by March 31, if not before. Import and 
export, controls are being tailored down*rapidly. 














some wartime controls must be continued through 1947. Both parties are in 
substantial agreement there. President Truman's message to the new Congress will 
draw the chart from which Capitol Hill will work. The White House will try to side-— 
step controversy; will ask continued control only on items in short supply. Sugar 
and tin are illustrations. The housing program will be skipped. It has already been 
botched. 

















The food field will not be seriously disturbed, from the regulatory view— 
point. The Food and Drug Act will remain in full force, The Sherman Act is here to 
stay. Some of the New Deal and the later wartime legislation will be preserved under 
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those agencies and like bureaus of government. 























Many of the wartime agencies have learned the lesson of cooperation with 
business and industry. Industry Advisory Committees were responsible. The idea 
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free trade and the eventual elimination of tarrifs, preferences, and other trade 
barriers. The International Trade Organization, as a unit of the United Nations, is 
not vulnerable up to this point but is hitting snags that don't augur well for its 
future. Britain hasn't been very cooperative, Russia and its satellites have been 


openly hostile. 


Nevertheless, the State Department has inaugurated a new series of Reciprocal 
Trade Agreements hearings., with Jan. 13 the starting date. Formal negotiations, in 
a preliminary way, already have taken place with 18 other nations. The Administra— 
tion believes this country should blaze the trail to world trade by slashing United 
States tarrifs. On that point there is vigorous difference of opinion. It will 
echo on Capitol Hill. 


















































Commodity Credit Corporation, important, but little noticed agency of govern— 
ment is about to be spotlighted. Along with other federal corporations it must come 
to Congress for a charter and redefinition of its scope. Also, it is undergoing the 
first auditing of its books by the General Accounting Office. The GAO will charge 
inadequate controls and mismanagement. 




















CCC will have its wings further clipped when grain controls go completely 
off — and that may be within a matter of weeks. Removal of restrictions on use of 
grain for alcoholic beverages was the starting point. The export, goal was 400 million 
bushels of grain; the actual export will be nearer 500 million bushels. 


























Gaining support is a proposal that the new Congress authorize state and local 
taxation of federally—owned real estate. This class of property now amounts to 25 
per cent of the total land area of the United States and includes business and indus— 
trial facilities as well as those used strictly for government operation. 




















If Congress acts favorably there will be no further barrier to taxation of 
real estate used for non-governmental purposes. Favorable outlook for this legisla— 
tion has prompted a number of states to begin the business of amending their con— 
stitutions to permit them to take advantage of the expected new taxing power. 























302 THE MAGAZINE OF WALL STREET 































I" 1 


he 
cial 
Any 
fulfil 
Chrs 
tree 
boun 
ful * 
ae 
cauti 
of pi 
er ™ 
impr 
ing, 
strik 
“( 
tione 
of co 
all a 
dust: 
"— 
istic 
of p 
ee 
tions 
denc 


DEC 





ie) 


Ww Ww 











STATUS 





thing more than a bare 
living wage. 

“TAX” — Reflectiny 
repeated promises o f 
sharply reduced costs of 
government as a step to- 
ward lowering income 
taxes and restoring a 
balanced budget. 





GXPMSISTN. GROUPS 


ENTER 


THE NEW 
YEAR 


By GEORGE W. MATHIS 


a7 HAS BEEN many a long year since the Yuletide 

has brought so much cheer for Uncle Sam’s spe- 
cial stepchild—the poor neglected business man. 
Any little boy would be overjoyed at such complete 
fulfillment of his every wish. It is like waking on 
Chrsitmas morn to find under the brilliantly lighted 
tree not only every heart’s desire, but unexpected 
bounties as well. Just the “tags” on the wonder- 
ful “gifts” Santa has brought: 

“UMW”—Symbolic of a chastened and more 
cautious union labor leadership bowing to the will 
of public opinion. This encourages the hope of few- 
er major industrial disruptions with a consequent 
improvement in output and the likelihood of endur- 
ing, constructive legislation to restrict industry-wide 
strikes. 

“GOP”—Signalizing a complete reversal in na- 
tional political trends with all the beneficial effects 
of confidence in Government. This implies the end of 
all anti-business legislation which has hampered in- 
dustry for years. 

“OPA”—Indicative of the elmination of paternal- 
istic attitudes in government, especially in the field 
of production and price control. 

“ICC”—Recognition of need for profitable opera- 
tions of the nation’s transportation system as evi- 
denced in approval of rates aimed at yielding some- 
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““FRB’’ — Relaxing 
monetary restrictions to 
encourage a return to 
normal financing of busi- 
ness and to simulate re- 
tail sales on installment 
credit. 

“NHA” — Reorgan- 
ization of the National 
Housing Administration 
signifies the end of the 
costly “try - anything” 
philosophy of bureau- 
* cracy. 

“USSR” Symbolic 
of reviving propects for 
more cordial internation- 
al relationships as evi- 
denced in growing co- 
operation within the 
United Nations setup. 
This development points 
to greater freedom from 
disturbing “war scares” 
in the future. 

In a hopeful atmos- 
phere o f diminishing 
strife, what are the pros- 
pects now for industrial production in the coming 
months? Although there seems likely to be a pro- 
nounced divergence in trends, total volume seems 
capable of approximating the productive rate of the 
last half of the current year. Durable goods still are 
in urgent demand and promise to account for con- 
siderable proportion of the improvement in 1947 
production. 

Surveys based on current trends indicate that out- 
put of mines and factories in the coming year, as 
measured by the Federal Reserve Board’s seasonally 
adjusted index, may approximate a level of between 
175 and 180 per cent of the 1935-39 average that 
has characterized operations since major industrial 
disputes were settled last summer. It is obvious, 
however, that a wide difference in trends is probable. 
While production of durable goods seems destined to 
hold at a high level—perhaps even to expand—there 
seems little doubt but that slower operations may 
develop in consumer lines. 

A recent Department of Agriculture survey fore- 
casts a drop in consumer expenditures for foods and 
other non-durable goods products. This view tends 
to support other studies indicating that as greater 
quantities of desirable household appliances become 
available, a larger share of disposable national in- 
come will be diverted to such items. 
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Assuming freedom from prolonged strikes, it 
seems apparent that production of durable lines such 
as the following will expand: Automobiles, building, 
railroad equipment, steel, farm machinery and non- 
ferrous metals while consumer goods such as the fol- 
lowiing should be sustained: Liquors, oils, paper, 
paint, rayon, rubber tires, shoes, soft drinks and per- 
haps a few miscellaneous groups. T'hose which ap- 
pear likely to lose ground include: Textiles, food 
(except meat and corn refining groups), fertilizers 
and perhaps some chemicals 





Altogether, steel production may be expected to 
average between 85 and 90 pr cent of capacity in 
1947 to meet requirements of its principal con- 
sumers. Such a rate would indicate total production 
of finished steel of upward of 60 million tons, or 
about 20 per cent greater volume than in the current 
year. 

On the basis of past experience, the analyst would 
be warranted in anticipating an average of about 20 
per cent higher rate of production for the major 
steel consuming industries, 








and proprietary drugs. Heav- 
ier industries that appear de- 
stined for further contraction 
are aircraft and shipbuilding. 
Office equipment may gain lit- 
tle on the average. 


Changes in Industrial Activity in 
Leading Industries Since V-J Day 


which comprise approxi- 
mately one-third of the FRB 
index. Such improvement 
would go far toward counter- 
acting declines of 10 to 20 or 


(1935-39 Avge.—100) 
1945 1946 4 ; 
even 30 per cent in consumer 
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The sustaining factor in Industrial Production Index.......... 186 178 goods lines (textiles, for in- 
the economy seems certain to DURABLE MANUFACTURES......... 239 211 stance), whose weight in the 
be comprised of the large con- oxit—eene——ee Ws eh production index is relatively 
sumers of steel, in which sup- sacs ; 310 257 light. 
ply has failed to satisfy de- i FR nagranen cng na ws: The importance of steel as 

and for more than a year. rigor hora imaaiat a factor in influencing output 
— ‘ 2 Lumber and Products .............. 107 136 cell her . ; % 
The so-called cyclical indus- NON-DURABLEMANUFACTURES: 157 163 is evidenced by the fact that 
tries account for about half OEE TE 134 165 operations in several major 
the components of the Federal pains cait Hiaiaitn 108 120(a) industries depend on availabil- 
Reserve Board index, and Manufactured Food Products.. 138 134 ity of finished steel materials. 
trends in these groups carry Alcoholic Beverages ess... 173 174(a) Whether or not the automo- 
greater weight under ab- Tobacco Products ............. «-- 350 157 bile industry, for example, 


normal conditions. 





Paper and Paper Products...... 131 150 
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reaches a rate of 5 million 








A fairly good idea of pros- nipnapeelcatineeaiemaamallaaas vical passenger cars annually will 
pective industrial production ee oo a‘ ” depend upon whether  suffi- 
: . Rubber Products ..........csseeee 223 : . 
trends may be gained from a Rate ne cient steel sheets are available 
.- . uels 2 » . . . 
study of probable require- tied ceien for fabrication into automo- 


ments in the principal steel 
consuming industries. As an 
example, it is estimated by 


(a) August, 1946. 





* Latest period reported 


Source: Federal Reserve Bulletin, November 1946. 


bile bodies. C. E. Wilson, 
President of General Motors, 
estimated recently that pro- 

















duction of automobiles and 





trade authorities that output 
of new passenger motor cars 
in the coming year may exceed slightly the 1941 vol- 
ume, reaching perhaps 4 to 4.5 million vehicles. This 
would compare with an estimated total for this year 
of slightly more than 2 million. Hence, demand for 
steel going into motor cars may double the amount 
used in 1946. For trucks the increase may be 50 to 
60 per cent, depending on accomplishments of various 
individual manufacturers. 

Building gives promise of taking additional steel 
next year. A recent estimate by the F. W. Dodge 
Corporation, regarded as authorities on the indusu- 
try, calls for a rise of about 24 per cent in starting 
new construction in 1947. Allowing for price ad- 
vances, however, it may be surmised that on a volume 
basis the gain in steel requirements, for example, 
may be somewhat smaller. 

Production of farm machinery and of household 
appliances is expected to record moderate expansion 
in the coming year. Ordinary machinery output 
may lag as the year progresses. In view of the re- 
latively high backlog of orders now on hand for rail- 
road equipment, it seems probable that output will 
show a substantial improvement in the coming year. 
Purchases of new rail also should be 25 to 30 per 
cent greater than in the past twelve months. 
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trucks next year would approx- 
imate 5 million units. This would be only slightly below 
the 1929 record. In other quarters, estimates have 
placed probable 1947 passenger car production at 
lightly more than 4 million vehicles and truck output 
at about 114 million. Such volume depends on a bet- 
ter flow of materials than experienced in the last year 
and harmonious labor conditions in major automo- 
bile plants. Increased operating efficiency had en- 
abled General Motors to step up automobile produc- 
tion in recent months to approximately the 1941 an- 
nual rate. As steel supplies become available in larger 
quantities, manufacturers propose to provide over- 
time employment for workers who wish to enlarge 
their weekly income. In this way, there is a possibili- 
ty of obtaining a higher production rate in the next 
several months. 

Resistance to higher prices for automobiles is 
not expected to retard production before the closing 
months of next year at the earliest. Export demand 
continues exceptionally strong and these seems little 
question but that greater numbers of motor vehicles 
could be shipped abroad if manufacturers were will- 
ing to divert a larger percentage of output to for- 
eign markets. In the case of Kaiser-Frazer, for ex- 
ample, management has decided to delay filling ex- 
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port orders until the domestic demand is more nearly 
satisfied. It is estimated that as much as 20 per cent 
of automobile output could be absorbed in the for- 
eign market in the first half of 1947 if manufacturers 
felt free to ship such a high percentage. 

Construction volume in the coming year is ex- 
pected to show an increase of between 20 and 25 per 
cent over 1946 in spite of growing resistance to high 
prices for houses. If supplies become more plentiful, 
it is estimated that residential building may expand 
at a more rapid rate than other branches. In this 
industry skilled labor apparently will be the only 
important limiting factor. Manufacturers of heat- 
ing and plumbing equipment seem likely to ex- 
perience unusually good demand for their products. 
Unless labor troubles intervene, output of these es- 
sential products should run substantially ahead of 
1946 volume. Demand for soil pipe, gypsum wall 
boards, roofing and similar products seems likely to 
sustain production of these items. Prices of these 
lines seem likely to decline, however, and profit 
margins may be substantially smaller than in the 
past year. 

The outlook for heavy engineering projects 
is somewhat obscure. If residential building con- 
tinues active and profitable, labor costs may remain 
too high to encourage construction of new plants ex- 
cept where circumstances make such work essential. 
It seems likely, however, that there may be an in- 
crease in electric power plant construction to combat 
the rise in fuel costs. Utility managements have been 
considering the possibility of replacing outmoded 
steam plants with modern generating equipment. 
Because the outlook points to a continued high level 
of demand for electric power, the industry may 
proceed with modernization programs on a more ac- 
tive basis if labor and materials become more readily 
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available than they have been in recent years. 

The railroad equipment industry which con- 
tributes to the transportation group apparently is 
headed for increased output as additional steel be- 
comes available. Unfilled orders for freight cars at 
the beginning of November amounted to almost 66,- 
000 which is an expectionally high figure considering 
the fact that railroads have been purchasing equip- 
ment in larger volume than usual during the war. 
Manufacturing operations have been restricted by a 
shortage of essential materials, however, and deliver- 
ies since last summer have been averaging only 


about 4,000 cars a month. (Please turn to page 330) 
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By H. S. COFFIN 


Wim THE COAL STRIKE once more 

threatening to deprive the nation 
of power, light and heat, harassed 
users of fuels are looking this way 
and that for a way out of the dilemma. 
So repeatedly has major dependence 
upon bituminous coal, because of a 
shut off supply, brought untold losses 
and inconvenience to industry and the 
public alike, that naturally enough all 
eyes are now turning to competitive 
fuels in the search for potential relief 
in the future. Fortunate owners of oil burning 
equipment are all smiles, however, as are manage- 
ments and householders serviced by natural gas, or 
electricity from hydro-powered sources. Hence the 
big question now to the front is whether an unprece- 
dented opportunity for the producers of petroleum 
and natural gas has opened up, to extend competi- 
tive gains achieved during recent decades. But sober 
analysis of practical factors discloses need for cau- 
tion in scanning the long term outlook for the oil 
industry in its efforts to dislodge King Coal. And 
in any discussion of this sort, it is yet futile to sur- 
mise to what extent atomic power may change the 
entire picture for fuels of every description. That 
is quite another matter. 

Reduced to a nut shell, the problem centers main- 
ly upon abundance of supply, plus price at point 
of delivery for each thermal unit to be consumed. 
As almost every one knows, these b.t.us. (British 
Thermal Units) are the yardsticks of fuel efficiency 
in every form, so that regardless of the medium from 
which they are derived, their cost to the user is a 
primary consideration. As both coal of all grades 
and petroleum products in every form are closely 
allied in basic composition, to this extent they are 
not truly competitive. But the race for supremacy 
thus far has involved questions as to expense and 
convenience in handling after delivery to industry 
and home owners; these factors weigh heavily in the 
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The crisis precipitated by the recent coal strike 
has increased the trend towards other types of fuels. 










































scale when relative prices are being considered. For 
these reasons alone, it is not surprising that for 
several decades past oil and natural gas have leaped 
to the front in competition with its bulkier and 
dirtier adversary—coal. For example, consumption 
of bituminous coal (used mainly by industries) in 
1945 was about on the same level as a quarter of a 
century ago. As for anthracite, or hard coal, less 
than a third in tonnage was used last year compared 
with 1920. While more efficient burning equipment 
accounted in part for the decline in usage of coal, it 
is clear that this material has had a hard time in 
holding its own, in view of a vast expansion in con- 
sumer demand for fuels during the period cited. 

In contrast to the above showing, use of petrolewm 
since 1918 has increased by some 400% and gains 
registered by natural gas have been even more im- 
pressive, rising to more than 500%. In 1920, of all 
energy produced in the United States, 78% was 
derived from coal, 14.9% from petroleum, 3.8% 
from natural gas and 3.3% from water power. In 
1945 the relative positions had shifted to 47% for 
coal, 29.1% for oil, natural gas 10.4% and water 
power 12.3%. These percentages, however, are con- 
siderably distorted because consumption of petrole- 
um includes both lubricants and gasoline as well as 
many other byproducts. In fields where oil, gas and 
coal were in actual competition, the showing would 
have been less unfavorable for the latter fuel. 
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According to the U. S. Bureau of Mines, the fuel 


» equivalents of these various carboniferous materials 


are as follows: anthracite—13,600 b.t.u. per |b., 
bituminous coal—13,100 b.t.u. per lb., petroleam— 
6 million b.t.u. per bbl., and natural gas—1,075 
b.t.u. per cubic foot. From these cold figures it may 
be deduced that on a basis of 26.2 million b.t.u. in 
a ton of bituminous coal, the equivalent for petrole- 
um would be 4.7 barrels. Experts figure that 25,000 
cubic feet of natural gas are required to equal the 
efficiency of a ton of coal. All of these estimates are 
important in considering transportation costs from 
the source to delivery point, for this factor more 
than anything else is transcendent in the final analy- 
sis. For many years prior to the war, as an example, 
when the average value of bituminous coal at the 
mine was around $1.80 per ton, freight charges 
averaged about $2.25 per ton, with wide disparities 
on individual shipments according to the distance 


hauled. 
Location Handicaps 


Fact is, of course, that geographically producers 
of coal, oil and natural gas alike are handicapped 
to a great extent in having production more or less 
rigidly centered in relation to potential markets. 
Anthracite is found almost exclusively in the State 
of Pennsylvania, and while bituminous coal comes 
from many scattered areas, the bulk of better ma- 
terial originates in West Virginia, Kentucky, Penn- 
sylvania, Ohio and Illinois. From this relatively 
concentrated section, 560 million tons of bituminous 
coal were purchased by buyers from all over the 
United States and foreign nations in 1945, the Class 
1 railroads taking 22.3%, coke ovens 17.1%, elec- 
tric utilities 12.8% and manufacturers 47.8% in 
appraising the home markets alone. 


Ample Supply 


As for proven supplies of coal, this branch of the 
fuel industry has warranted optimism in that ex- 
perts estimate enough to last for 3800 years at the 
rate of production in 1942. Indeed, the United 
States possesses more than half of the total world 
supply of coal. Thus, barring work stoppages, 
problems relating to scarcity now or hereafter 
simply do not exist. With capacity for production 
well above current demand, and with the larger 
mines now highly mechanized, it might be surmised 
that operators were in a fortunate position. As- 
suredly this would be true were not inter-industry 
competition expanded in the battle against the 
steady encroachments from petroleum and natural 
gas. When it comes to the acid test of competitive 
prices, mounting labor costs in an industry where 
wages consume some 65% of receipts from sales 
threaten to become a serious problem. While cur- 
rent dependance upon coal as a fuel is still broadly 
established in many fields fairly near the source of 
supply, in more remote areas producers of oil and 
natural gas are cutting in aggressively. Even in the 
case of the railroads who not only consume more 
than 100 millions tons of soft coal themselves but 
derive a sizable portion of their annual revenues from 
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coal traffic, they are turning their attention to fuel 
oil on an increasing scale. As yet the Class 1 rail- 
roads are still using 31,932 coal burning locomo- 
tives out of a total of 43,530, but they are reported 
to have ordered 484 Diesel-electric and six electric 
engines lately against only 65 powered by steam. 
But whether this is really indicative of a long term 
trend is a disputed matter, for the Diesels have 
proven more efficient as switchers thus far, while 
designers of steam locomotives are out with efficient 
new giants for long hauls at a pace which chal- 
lenges all comers, and based entirely upon efficiency 
factors. 

During the medium term—that is to say for the 
next five or ten years—producers of fuel oil are 
likely to make further inroads into the use of coal 
although the impact may be felt more severely by 
miners of anthracite than by owners of bituminous 
deposits. Householders all over the land are show- 
ing more and more partiality for oil burners, in 
that despite the additional cost of equipment, im- 
provements as to labor, dirt and space more than 
warrant the investment. While expansion in the 
number of homes has lifted consumption of anthra- 
cite in this field to above 60 million tons a year com- 
pared with 57.8 million twenty years ago, relative 























































































































| Financial Statistics on Leading Fuel Companies 
| —For 9 mos. ended Sept. 30, 1946— 
$ Millio 
nate anaes a a 
SOFT (BITUMINOUS) COAL 
Island Creek Coal oo... we $23.2(a) $1.5 $2.37 
Pennsylvania Coal & Coke..........  6.2(b) def.07(b) def.43(b) 
Pittsburgh Consol. Coal .............. 98.6 4.1 1.97 
Pond Creek Pocahontas .............. 7.0 7 2.09 
| WEBCGM TEROR COD onc ccccccinecccesces 11.9Ap 1.3Ap 2.73Ap. 
| United Electric Coal Cos.......... 6.5u1 561 1.031 
| HARD (ANTHRACITE) COAL 
| Glen Alden Coal ............::c:ce:0c0-+- 61.4(a) 3.2(a) 1.83 (a) 
| Lehigh Valley Coal 23.7(b) .8(b) .15(b) 
| Phila. & Reading Coal & Iron... 52.1 3.4 2.39 
| NATURAL GAS 
| Arkansas Natural Gas ................. 56.1(a) 4.4(a) -41(a) 
| El Paso Natural Gas occ. 8.2(b) 2.6(b) 3.50(b) 
| Geer ae Gir acc 29.4(b) 6.4(b) 1.17(b) 
| tele Wie Cer... 3.9(a) .35(a) 39a) 
| ote 18.9(b) 3.9(b) 2.77(b) 
PETROLEUM 
Atlantic Refining 161.3 4.9 1.58 
Phillips Petroleum 159.2 14.7 3.00 
Pure Oil 130.8 7.0(¢) 1.48(¢) 
a TET 319.1 23.9 1.78 
Sinclair Oil 177.5(c¢) 12.1¢) 1.00(c) 
Standard Oil of New Jersey.... 1134.0 88.0(c) 3.22(¢) 
Texas Co. 418.8 50.3 4.48 
Union Oil 88.4 6.6 1.27 
(a) Fiscal year ended December 31, 1945. (b) For 12 mos. ended 
Sept. 30, 1946. Ap—Fiscal year ended April 30, 1946. (c) For 
6 mos. ended June 30, 1946. JI—Fiscal year ended July 31, 1946. 
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COMPETITIVE TRENDS IN THE FUEL MARKET 
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point. And long before this 








gains by petroleum during this period have been 
from a base of 17.1 million barrels up to 204.9 
million barrels in 1944. As for industry, the in- 
creasing popularity of Diesel fuel for military 
vehicles, tractors and farm equipment has extended 
to marine engines on such a broad scale that prac- 
tically all navies and commercial shipping have 
thrown soft coal overboard in favor of liquid fuel, 
at least in recent years. It is at this point that 
the oil producers have a lasting advantage over coal 


UTILIZATION OF COAL IN OUR NATIONAL ECONOMY 


came about, output would 
become progressively restricted and an upward trend 
in prices follow. But experts seem increasingly con- 
fident that additional supplies will appear as drilling 
goes deeper here and there, and science continues 
to spot the presence of oil in regions thus far only 
casually explored. Be that as it may, the fact seems 
clear that under current conditions any broad ex- 
pansion in the use of oil for fuel might rapidly 
exhaust the narrow margin between output and new 
discoveries, thus automatically checking its competi- 
tive inroads against coal. 


From this angle, the 
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huge investments already 
made to cut delivery costs 
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81% 





for oil through the medium 
of pipelines raises a new 
question. While there is no 
doubt that carrying of the 
oil for long _ distances 
through pipes is less expen- 
sive and speedier than by 
tank cars, trucks or marine 
tankers, there always looms 
up the possibility that when 
and as the pools give out 
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the pipes may lose their 
entire initial value. To give 
an idea of how heavily the 
industry has gone in for 
construction of pipelines in 
the competitive race, about 
141,000 miles of trunk lines 
and feeders now interlace 
the countryside in some 
sections of the Nation, and 
plans for large scale exten- 
(Please turn to page 329) 
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HE RELAT VE PRICE MOVEMENTs of shares selling 

above or below a predetermined level has pro- 
vided a constructive study for the Magazine of Wall 
Street and its readers for some twenty years past. 
By averaging the performance of 300 active stocks, 
both high and low priced, an interesting statistical 
picture of short or long term progress in the general 
market unfolds, and it is our belief that this broad 
coverage affords a rather reliable yardstick. But 
perhaps equally enlightening from the same aspect 
are the shifting positions of the 46 groups which we 
use as a basis for our over-all price evidence. On page 
310 we have appended a chart showing how various 
percentage gains or losses in price for selected shares 
in these numerous groups have been established in 
relationship to their prices at the beginning of 1946. 
In studying these data, it will be noticed that we 
have also included a similar average for the entire 
300 issues, so that further comparisons may be made. 

For those of our readers not entirely familiar with 
the process we follow in making up our list of com- 
ponent shares, our policy has been to make activity 
in turnover upon the Stock Exchange a primary 
consideration. That is to say, that unless trading 
volume during the year in the shares of any given 
concern reaches our set standard, we are apt to 
eliminate it the following year, except when such a 
course would too severely curtail the importance of 
its special group. In the Business Analyst section’ 
of every number of our Magazine we show an index 
number to show changes in the levels for 100 high 
priced and 100 low priced issues, along with a com- 
bined average of these and 100 medium priced 
stocks. 


Annual Revisions 


At the beginning of each new year, the entire list 
is carefully revised to keep it in conformity with our 
pattern, with this concern removed because its shares 
have become relatively inactive, and that company 
added because of newly acquired factors in our judg- 
ment. Scanned separately as groups or combined as 
averages, the resulting score has much in its favor 
in keeping investment students posted as to move- 
ments on the Stock Exchange, and how they reflect 
interim influences of a technical or economic nature. 
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By FREDERICK A. DODGE 


For example, some analysts might ascribe signi- 
ficance to market status where prices for low priced 
shares showed an uptrend while the group represen- 
tative of high priced shares remained unchanged or 
even declined. Such a contrast might point to 
speculative enthusiasm rather than sound investment 
reasoning as being the basic motivation. On the 
other hand, if the index for the 100 high priced 
shares should turn upwards substantially while that 
of the 100 low priced issues should prove overly 
laggard, it could well suggest that the speculative 
side of the market had not adequately discounted 
medium term sound fundamentals. In this connec- 
tion, it is appropriate to point out that in deciding 
our definition of the groups in the two categories 
mentioned, we take the 100 higher priced shares and 
the 100 lower priced ones from the larger group of 
300, rather than setting a price deadline as a deter- 
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Stocks Showing Conspicuous Declines 

Since Jan. 1, 1946 

Per- 

Priceasof Recent centage 1946 
Jan. 2, 1946 Price Change Range 

Alaska Juneau Gold ...... 8/2 15¥2 —=35.3% 12V4- 5 
Billed SEGFES s.00000600005000 48 34 —29.2 63%-31%s 
Allis Chalmers ................ 54 32 —40.8 623/4-30'2 
American Cable & Radio 1512 6 —61.2 17V4- 5% 
American Locomotive .... 39 26 —33.3 441/2-227% 
Amer. Steel Foundries.. 41 292 —28.1 50'/s-275 
Baltimore & Ohie RR...... 26 15%. —40.5 304-11 
Briggs Manufacturing .... 49 32 —34.7 5312-3014 
MMOD. vcccaraasesdcascsdsecenesson 39 21 —46.1 46%-18'/2 
GIN eas sasscacccdencrennnsessen 292 152 —47.5 34 =-13% 
Chrysler ........... er) 84 —35.8 141 -75"% 
Cont'l Motors .... a 18 1OY2 ——41.5 24 -10 
Foster Wheeler ............... 40 24 —40.0 492-194 
General Electric ............ 47 35 —25.6 52 +33, 
Interiake Iron ................ 13/2 WY¥2 0 14.8 201/4-10'e 
Missouri-Kansas-Texas RR = 15/2 7¥2 —51.6 17%4- 5 
Motor Products ............... 30 18 —40.0 3414-15 % 
Nash-Kelvinator ............... 232 13¥2 —42.6 255-13 
New York Air Brake...... 59/2 412 —30.2 691/2-36'/2 
New York Shipbuilding... 19/2 13 —33.4 28%4-11/2 
I< sesscscssccscigeeiangenceenns 33/2 19 —43.3 36 -18% 
Pan-American Airways .. 25 12 —52.0 27-11% 
Radio Corp. of America 1771/2 92 — 45.8 Ww <9 
GR Ae Ge a ciwcccsscciesese 85 52 —38.8 91 + -42 
GON desccaceckccssereaes - J6¥2 19 —48.0 401/2-187%s 
Symington Gould .......... 13 72 —42.3 16%- 7% 
Western Union ‘A’.......... 51 20 —61.0 534218" 




















Stocks Showing Conspicuous Increases 


Since Jan. 1, 1946 











Per- 
Priceasof Recent centage 1946 

Jan. 2, 1946 Price Change Range 
American Woolen .............. $31 $48 +55.0% 70 %4-29'/2 
Barber Asphalt ................... 47 52¥2 +11.7 641/4-36% 
DOPOD LO, occcececccececcacoszerss 442 48%2 + 9.0 5794-422 
Continental Baking ............. 15Y2 20Y2 +32.2 22 -12% 
Food Machinery ................ 74 82 +10.8 100-71 
Gillette Safety Razor ...... 2242 «31 +37.7 423/4-22Vs 
Greyhound  ...........:.sccsceeeee 322 37 +13.8 547/s-301/2 
Lone Star Cement ............. 642 732 +14.0 94 -64 
Paramount Pictures ...........  261/2 3212 +22.6 422-26 
Pfizer, Charles .................. 362 56 +53.5 80 -351% 
Remington Rand ................. 35¥2 37% + 5.6 5014-3214 
I 44 54 +22.8 65 -40'2 
Sharp & Dohme .................. 23%2 30 +27.6 3934-23 
Standard Oil of California 47 54Y¥2 +15.9 595-42 
Union Bag & Paper 24 28 +16.6 39 +23 
TOON FOGIE wxcsescenecssvesesseoses 37 47 +27.1 5356-3654 
United States Lines .......... 13%2 20 +48.1 2548-13 % 
Western Auto Supply ...... 57 64 +12.3 9012-57 























MARKET CHANGES IN STOCK GROUPS 


Textiles 

Paper 

Dairy Products 
Amusements 
Airline 

Radio 
Communication 
Aircraft 
Automobiles 

Gold Mining 
Railroads 

Railroad Equipment 
Agricultural Impl. 
Machinery 
Non-Ferrous Metals 
investment Trusts 


Department Stores 


IN 1946* 


KS +7 
KS +7 
KY +6 
§+1 
eee 
ee 


(IN PERCENTAGE DIFFERENCES) 


300 Stocks 2cgne seiner 


Liquor 

Mail Order 
Tires & Rubber 
Food Brands 
Construction 
Meat Packing 
Tobacco 
Shipbuilding 
Business Machines 
Public Utilities 
Chemical 

Steel & Iron 
Petroleum 
Variety Stores 


Copper & Brass 











. 


minant. As it happened, during 1946, prices for the 
fancier class were above 42 and for the lows—22. 
From this it will be seen that these determinants are 
changed in the course of the annual revisions. In like 
manner, the number of groups are likely to be in- 
creased or reduced as the case may be. Finally it is 
pertinent to state that because this article is being 
written somewhat before the close of the month, the 
tally of price gains and losses does not accurately 
disclose the final situation as of December 31. 

In discussing the group price changes which have 
occured since the beginning of 1946, it should be 
remembered that the base established by that date 
was one in which the 300 stock average had shown 
a gain of about 58% over the previous year end, the 
largest registered since 1933. In fact, all of the 
groups included in our analysis had shared in the 
general market upturn. This is especially interest- 
ing to bear in mind, because the changing scene dur- 
ing the current year, with its violent cross currents 
of adverse and favorable factors, has brought 
decided variations in price trends for the different 
groups under review. Here again, howver, candor 
suggests one reservation in weighing results from 
an economic standpoint in using these special price 
averages. Where the groups include a substantial 
number of concerns, such as in the case of rails, 
utilities, automobile accessories, oils and metals, the 
averages do of course reflect rather adequately 
changing circumstances in different industries. But 
where the companies in any one group are very 
limited in number, as is often the case in our table, 
a single exceptional gain by one concern might easily 
offset losses by all the others, thus distorting the 
true picture considerably, in considering a large 
segment of industry. In our discussion, however, we 
are making full allowance for such potential dis- 
crepancies. 


Leaders in Price Gains 


In studying the chart it will be noted that only 
four groups—textiles, paper, dairy products and 
amusements have been able to emerge from the sum- 
mer down slide of the general stock market with net 
gains compared with the first of the year price level 
for their shares. With the exception of dairy prod- 
ucts, all the others mentioned ranked among the lead- 
ers registering price gains during 1945, their aver- 
ages advancing from about 75% to 118% last year, 
compared with about 58% for the 300 stock average. 
Even the modest 6% or 7% price gain registered in 
the current year is highly significant in view of the 
drastic decline in the general market, it would seem. 
As for dairy products, this group showed a gain of 
only 37% in 1945, but has now climbed to fourth 
place with its 1946 net advance of 1%. Broadly 
viewed, these four champions have made continued 
steady progress in 1946 because operations. have 
been favored by absence of reconversion problems, a 
tremendous latent demand for their offerings and 
relative freedom from work interruptions such as 
hampered the producers of durables. And although 
Federal restrictions were (Please turn to page 331) 
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Consumer Credit 





—As Spur to Business 












The use of term credit 
is rapidly expanding 
to record proportions. 


These credit controls 
were originally imposed in 
August 1941 by the Fed- 
eral Reserve Board in its 
“Regulation W” and re- 
stricted consumers in a 














By H. M. TREMAINE 


HE RECENT ACTION BY the Federal Reserve 
Board in relaxing the wartime controls on in- 
stalment selling and charge accounts has evoked vary- 
ing reaction because of the rapid rate at which such 
credit is already expanding. Bankersand businessmen 
are concerned as to why people are borrowing so 
much money on instalment credit when the supply 
of consumers’ durable goods is only beginning to re- 
appear in volume. 

It has been predicted by some that the removal of 
controls at this time will stimulate the present spend- 
ing spree and make inevitable a “boom-and-bust.” 
Others point out the consumer credit as measured 
relative to volume of retail sales is considerably 
smaller than before the war, and express doubt that 
the revision in regulations will have any appreciable 
effect in spurring sales either on instalment or 
charge account. And some, including spokesmen for 
the small loan companies, as well as the manufac- 
turers and distributors of important goods still un- 
der restriction, think that the action was wise but did 
not go far enough, and that all curbs on credit 
should now be eliminated. 
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number of different ways, 
including the specification 
of types of goods that 
could be sold on credit, 
minimum down-payments, 
and maximum period for 
monthly instalments; it 
provided that charge ac- 
counts must be paid by the 
10th of the second month 
following the purchase, and 
restricted other types of consumer credit such as 
personal loans for home purchases and repairs or for 
other purposes. 

This regulation of consumer credit was admin- 
istered by the Federal Reserve as part of its broad 
policy of wartime credit control, including com- 
mercial bank credit generally, brokerage credit and 
margin requirements, central bank discount rates, 
open-market operations, and new security offerings. 
The aim was to facilitate the raising of more than 
$200 billion through issuance of new government 
securities and still maintain the pattern of interest 
rates, with yields ranging up to no higher than 
214% for the longest term bonds, that had been 
established early in the war. Not only was this pat- 
tern maintained until practically the end of the war, 
but when the market broke away the change was not 
to higher yields, but to lower, despite the fact that 
the government debt had expanded four-fold in the 
meantime! 

The easing of these restrictions effective Decem- 
ber 1 represented only a partial freeing of the con- 
trols on consumer credit. A 3314% down-payment 
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Binoculars & Opera Glasses 


Household furnishings (other 


than furniture, stoves and 


20% Down Payment 


Soft-Surfaced Floor Cover- 


How Credit Regulation “W” Affects Various Products 
Removed from instalment Buying Restrictions 
/ 
Jewelry Glassware 
Luggage Lawnmowers 
Clocks and Watches Wearing Apparel 
Silverware Bicycles seine 
Chinaware Musical Instruments 
Subject to Instalment Buying Restrictions 
(Must be paid for in 15 months) 
334% Down Payment 

Automebiles Dishwashers Furniture 
Refrigerators Air Conditioners 
Cooking Stoves & Ranges Radios & Phonographs es 
Washing Machines Sewing Machines 
lroners Suction Cleaners 


regulation. 

The extent to which this relaxation 
of controls will affect retail sales and 
credit will depend, of course, upon how 
the people spend their money on the 
goods and services produced by the 
many different lines of business. A 
study by the Department of Commerce 
on consumer expenditures showed that, 
in the peried 1929-41, the total ex- 
penditures averaged about $63 billion 
annually, of which $39 billion was for 
commodities and $24 billion for serv- 
ices. 

About 30% of the total expenditure 
was for food, including tobacco, and 
29% for housing and housing opera- 
tion. Clothing, accessories, and jewel- 
ry made up 18%, transportation 
10%, recreation 5%, medical care and 
death expense 5%, with the remaining 
8% divided among personal care, per- 











= sonal business, religious and welfare 





requirement still applies on such important goods 
as automobiles, refrigerators, stoves and ranges, 
washing machines, ironers, dishwashers, air condi- 
tioners, radios, phonographs, sewing machines, and 
suction cleaners. On furniture and soft-surfaced 
floor coverings the down-payment is 20%. All in- 
stalment payments must be completed within 15 
months. 


Completely removed from restrictions, however, 
are such items as jewelry, clocks, watches, optical 
equipment, silverware, glassware, chinaware, bicy- 
cles, lawnmowers, wearing apparel, musical instru- 
ments, luggage, and most other household appliances 
and furnishings. All restrictions are removed on 
retail charge accounts and on single payment loans, 
as well as on any article costing less than $50, even 








INSTALLMENT CREDIT HEADING TO NEW 
RECORD PEAKS 


" I EST. | 
BILLIONS OF DOLLARS 


c 

0 
| 1930 1935 19.40 1945 1950] 
SOURCE: FED. RES. BUL. 






































312 


activities, private education and re- 
search, and foreign travel and remittances. How 
these expenditures will be distributed in 1947 has 
the market research experts guessing, since there are 
so many variables both as to purchasing power from 
current income and savings, and as to the availabi- 
lity of goods, particularly durables. 

Total consumer credit outstanding reached its 
high point of $9.9 billion in 1941, reflecting the heavy 
production that year of consumers’ durable goods 
as well as the expansion of American business activi- 
ty and payrolls due to war orders from Europe and 
to our own national defense program. Such credit 
represented about 10% of the total national income 
of $97 billion for that year. This ratio had, in fact. 
held unusually steady around the 10% average 
throughout the 13 years 1929-41 for which figures 
have been compiled by the Federal Reserve. During 
the war period, the imposition of credit curbs, com- 
bined with drastic curtailment or complete suspension 
in production of durable goods, resulted in a liquida- 
tion of consumer credit by almost one-half. When 
the war ended in August 1945, the consumer credit 
of $5.6 billion represented but 3.5% of the national 
income, then running at $161 billion. 

Since that time, consumer credit has risen by $2.1 
billion to a total of $8.7 billion on October 31, 1946, 
or only $1.2 billion below the 1941 peak, yet rep- 

(Please turn to page 333) 


though in a category still subject to 








CONSUMER CREDIT OUTSTANDING 
BY MAJOR TYPES 


(In Millions of Dollars) 














Dec. 31 Aug.31 — Sept. 30 

1941 1945 1946 

Instalment sales credit........ $3,744 $ 706 $1,185 
Instalment loans ............. 2,180 1,282 2,219 
Total instalment credit... 5,924 1.988 3,314 
Single payment loans......... 1,601 1,466 1.736 
Chariwre! ACCOUNEB, 6. i:c.0sé0:0-0:00-06 1,764 1,441 2,495 
EIVICe CLOONL 6.0 css see tween ees 610 754 850 
Total consumer credit .... $9,899 $5,649 $8,395 
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$2.50 VALUE 





if You Are Holding Stocks .... 


If You Are Holding Cash .... 


-- this book is an aid to shaping 
up your position -- 


-- the way to opportunities for 
capital gains and investment 
income -- 


oD 


Strategic Plans 


For Handling Your Investment Funds 


For 1947 


clarifying the cross currents in the major investment cycle now developing. It analyzes and 


in the world today emphasizing their effect on our economy and industries . . . 


/ Zou will find this important new book especially designed to serve you at this time in 


Alert to the changing conditions . 


evaluates — clearly and simply — new political, economic and financial forces shaping up 


how they 


will affect you as a businessman and investor. 


. . and their investment implications ... Mr. Durand, distinguished 
analyst, deals with the means and avenues for advantageous employment of investment funds . . 


. of venture 


capital soundly placed . . . and presents strategic portfolios to help you adjust and maintain a sound and 


continuing: profitable position. 


fo — The World Today ... 


—International Aspects ... U. S. World Position . . . Economic 
and Political Struggle of Democracy vs. Totalitarianism .. . 
Middle-of-Road Modification of Free Enterprise. 

—Industry and Trade . . . At Home and Abroad .. . Our In- 
creased Industrial Productivity Industrialization of 
Backward Nations . . . Bi-Metallism . . . Tariffs . . . Cartels, 
etc. . . . Deflationary vs. Inflationary Factors . . . Budget 
. . . National Debt; Military Appropriations, Taxation. 


PART { —Where Various Industries Stand in Our 
Modern Economy 
—Appraises Position and Outlook for Mature, Stable, Growth 
and Embryonic Industries; 
—Projects Effects of Politics on Industry . . . Extent of Gov- 
ernment Control Likely . . . Anti-Trust Legislation . 
Where Possible Nationalization. 


PART H—Yardsticks for Investment Under To- 
day’s Conditions 
—Selecting Companies for Investment . . . for Profit .. 
for Capital Building . . . in New Major Cycle; 
—Reappraising Varying Trends for Individual Companies . 
Those Favorably Situated—Static—Marginal 
trenched vs. Newcomers; 


—Sifting Companies from Standpoints of Working Capital . . . 


Reserves . . . Competitive Strength .. . Regional Shifts . . 
Cost-Ratios . . . Record Management . . . Dividend Policies. 


PART. 11{——Basic Market Pattern for 1947 
eT stromal and Technical Factors Operative in Today’s 
Prospective Government Regulation 


Security Markets .. . F D 
a . Affects of Changes in 


... Trend in Capital Gains Tax . . 


ro reapers or “/MAGALINE WALL STREET ... see next PAGE 






.W ell-En- 


Margin Requirements; Outlook in Money Market. 

--Explaining Market Cycle . . . Timing Buying as Major Turn 
Develops . . . Choosing Peaks to Sell on Intermediate Rallies 
Advantages and Fallacies in Use of Charts . . . Detecting 
Turning Points. 


PART !V —5 Strategic Investment Plans for 1947 
Keeping the proper balance between cash and securities— 
with proven methods of bulwarking your investment posi- 
tion under varying conditions. Ways and means to recoup 
losses and secure profits . . 


1 The Best Method for Averaging on Sound Issues Pur- 

* chased at Higher Levels . . . Marking Down Process 

. . « Pyramiding — Theory and Practice: 

When to Take Profits to Reduce Original Costs on 

Stocks Purchased for Investment Appreciation; 

When and How to Accumulate Cyclical and Growth 

Issues for Long Term Capital Building; 

Ways to Select Issues for Venture Capital—for Dynamic 

Profits ... Use of Puts and Calls; 

5 When to Buy Top-Grade Issues for Capital Building 
* with Above Average Income Return. 


PART V —Balanced . . . Diversified Portfolios For 
$10,000, $25,000, $50,000 

A—For Income and Safety . . . for maintaining income . . . 
for those retired. professional men. for widows. 

B—For High Yield and Profit . . . for those able to take 
businessman’s risk. 

C—For Speculative Profit . for building capital with 
special emphasis on low-priced stocks. 
For Venture Capital . . . where moderate sum can be 
set aside for issues with expansion possibilities. 
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Industries of the Future 


—Out of the Laboratory and Into Industry 
By J. C. Clifford 

[his pithy article deals with the 

power, jet propulsion, radar, electronics, etc. . 

prospective industrial uses. From a_ practic 

companies engaged in this work . . . how rapid development — spurred 


by rivalry from other countries - 
duction methods and in capital financing for new and modern machinery. 


A most interesting and inspiring story. 


great scientific advances such as atomic 
. their current and 
al standpoint, it shows the 


- may bring waves of change in pro- 


Special Seeurtty Features... 


New Stocks in Old Established Companies 


—Weighing Prospects of New Issues 
in Family Owned Companies 
By H; S.Caffin * 
Recently . . . for the first time in their 
history ... public stock offerings have been 
made by 7ivear-ald H. J. Heinz... by 
| 93-year-old Carson Pirie Scott and many. old- 
established, privately-held ‘companies, This 
timely article analyzes the: reasons for. this 
new financing and evaluates the individual 
companies on industrial position and pros- - 
pects... investment. calibre and potentials. 


Rail Equipments 
——Which Companies Will Benefit’ 
Most From Higher Rail Income . 
. . By Stanley Devlin 
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Bond Market Outlook 
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Business and Investmepés 
By W. C. Hanson, Associate i 
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men and investors can look forward to. A practical art 
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the cumulative effect of such forces 
of labor relations — new technologies in industry ging 

policy — and others, to show how they will shapepes * 
effect they will have on your investments. 
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Our Biggest Single Feature of the Year 


10 Stock Market 
Leaders for 1947 


By The Magazine of Wall Street Staff 
These special situations are high-calibre, dividend paying com- 
mon stocks . . . carried down to undervalued levels in the 
general market adjustment. Selected by our experts after the 
most careful research, they represent 10 companies which, we 
believe, offer outstanding potentials for capital gains in a sus- 
tained recovery ... plus a secure yield of 6% or more. They 
will be analyzed in our exclusive thumbnail treatment with 
chart movements, earnings and dividends over a ten-year-period 
as well as other statistics and pertinent comments. 


—Advice as to Fully recognizing the importance 
When to Buy of timing in volatile 1947 move- 
ments, our market forecasts Will 

—A Continuing point out when, in our judgment, 
Market Service a buying point has been reached 


with a view to enabling you.. to 
secure the greatest profits. 


4nother Outstanding Feature 


Which Industries Ofter 
Best Prospects for 1947 


—For Income —For Appreciation 
By George W. Mathis, Industrial Analyst 
Weighing today’s industrial, economic and political forces, our analysts 
will apply the varying influences to individual industries. Arriving at 
practical ‘conclusions, this broad survey will tell you . 
















































































Which industries should main- —Which industries will be re- 
tain and improve their earnings tarded because of high costs; 
position . .. unraveling the prob- financing problems; keen com- 
lems of peacetime production? petition; price resistance; etc.? 




















—Which industries appear soundest for investment; for 
income; most dynamic for speculative opportunities? 
What is the situation and outlook for ... 






























































—RAILS METALS —TOBACCO —MACHINERY 
—OILS —MOVIES —BUILDING CHEMICALS 
—FOODS STEELS —UTILITIES —MERCHANDISING 
—MOTORS -—LIQUORS —AVIATION -AMONG OTHERS 









To Be Followed By Our Special Selections of 


Best Situated Companies 


- Vv e 
in Favored Industries 
By H. F. Travis, Specialist 

Based on the above study .. . from each of the favored industries, 
Mr. Travis will cull individual security situations holding the most 
exceptional promise for (a) stable investment and income; (b) capi- 
tal appreciation and income. These companies will be strategically 
placed to forge ahead quickly in 1947 . . . due to strong competitive 
position; negligible labor difficulties; established demand; ample 
profit margins; and other stimulating factors. 


See Mert Page . 
















































































































































—in the face of 


: World Shaking Svents! 


the threshold of a new epoch, economic history will be remade in the year ahead. Un- 
precedented factors affecting business and securities will assert themselves . . . and the re- 
wards will be high for discriminating judgment! Great opportunities will unfold as the swift- 
ly paced economy of the United States moves into high gear under the inspiration of the new 
political and scientific developments. It is a time when the changing aspects in the domestic 
and foreign scene... in politics ... have to be weighed. All these influences will shape 
market movements and determine security values .. . will affect your fortunes. 


Hence, you should not be without the guidance... fact reporting . . . the sound and reliable 
conclusions of The Magazine of Wall Street. You should not be without its concrete sug- 
gestions of investment opportunities to increase your capital and income. The combined features 
. . . bearing on economics, Washington happenings, industries and securities . . . available to 
you as a subscriber at a modest price, cannot be duplicated for hundreds of dollars in in- 
dividual services elsewhere. 


tt This “Time -- too -- 
You Wik Waut The AAdvantage Of Our Special - - 
1947 Re-Appraisals of Values. 


qo >] e = e ) x 
Seabelity Earnings and Dividend Foreeasts 
Daofit To Appear in Issues of February 1 and 15; March 1 and 15 

ans : These famous Appraisals and Forecast Issues are always eagerly awaited by investors, traders, 
1947 , statisticians and institutions throughout the country. This year, particularly, they are of ex- 

ot ceptional importance .. . as they will appraise the effect of the new industrial and financial 
outlook . .. revised labor costs. . . increasing competition ... new legislative and political trends . . . with 
non-recurring earnings . . . delayed transition . . . on individual industries and companies . .. in terms of 


THE MacGazinE oF WALL STREET, 
90 Broap STREET, New York 4 


[] Enclosed 
1. One year 
2. FREE . 


3. Consultat 


(Subscriptions are deductible for tax purposes. This 
reduces materially the actual cost to you.) 


. . Private-Edition Copy of “5 Srratecic PLANS FoR 
Hanpiinc Your Investment Funps For 1947” (Value $2.50). 


adesiccassapsvascesbecmnccbas steeds get Neleeeen hs 12-21-46 


values, earnings and dividends for 1947. 
To give you a well-rounded picture, we will point out... 
1. Varying Status of Each Industry Under The New Production Schedules. 
2. Projected Earnings, Dividends and Market Values for All Leading Companies. 


3. Selected Securities . . . Bargains in Top-Notch Issues for Increased Income 
and Capital Gains. 


4. Opportunities for Market Profits in P otential Leaders . . . in Low-Priced Stocks. 
5. Doubtful and Static Securities . . . What to Weed Out... What to Avoid. 

















PART I (Feb. 1 Issue) Covers: PART III (Mar. 1 Issue) Covers: 
Foods, Tobacco, Sugars, Packers, Bak- Metals, Utilities, Rails, Steels, Building, 
ing, Movies, Liquors. Merchandising. 

PART II (Feb. 15 Issue) Covers: PART IV (Mar. 15 Issue) Covers: 
Electrical, Business, Farm, Railroad Aircrafts, Oils, Tires, Chemicals, Motors 
Equipments, and Specialties and Accessories 

Act Now ... to be sure you get these valuable and important Forecast Issues. You will want to consult them 


—check stocks you hold or contemplate purchasing against our recommendations to make sure that you have 
securities in the best position. 


' waa-ean= MAIL THIS COUPON TODAY ------------, The Perfect Combination 
., for | PAT eee 


—For Stabilizing Your 
Investment Position 

—For Timing and Se- 
lection of Top-Grade 
Issues at Bargain Levels 


is $10 for one year subscription as follows: 
.-. 26 issues ... of THE MAcazine oF WALL STREET. 


ion Service .. . on Three Securities at a Time. 
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e046 Stocks Showing Resistance To Market Decline 
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MELVILLE SHOE CORP. 
BARS = NET SALES IN MILLIONS OF DOLLARS 


LINE = NET INCOME 











1938 1939 1940 1941 1942. 1943 1944 


NETPERSH, 90 1432 148 132 = 115 108 .92 41.05 
DIV.PERSH, .75 }.00 LI2% 112% Loo 100 100 100 








MELVILLE SHOE CORPORATION 


BUSINESS: Company operates more than 530 retail shoe stores, 
located in nearly every important city east of the Rocky Mountainsi 
Business reflects development of an enterprise started in 1894. About 
80% of sales are made under the name of Thom McAn, with shoes 
of this brand manufactured by a wholly owned subsidiary, J. F. Mc- 
Elwain & Co, 


OUTLOOK: Relative stability of demand for reasonably low-priced 
shoes, regardless of depression periods, has kept this experienced 
concern in the black for decades past. The consistent growth which 
has been achieved seems likely to continue as the company expands 
its outlets and adds to its line of offerings. Progress in this direction 
is enhanced by the rather small investment required to establish a new 
retail store, and the ease with which unprofitable outlets can be elim- 
inated. Such policies tend to keep the business on an even keel at 
all times and to assure profitable operations. Sales have increased 
from $20.5 million in 1932 to $56.8 million in 1945, and with a 
sizable further increase indicated for 1946. Although net earnings 
have not kept pace with volume gains, they have exhibited excep- 
tional stability for years past. But during 1946 net is reported as 
running at least 100% above 1945, when on some 2 million shares of 
common now outstanding net came to about $1.04 per share. During 
the recent summer a stock split-up of 2 for | was voted and later 
put into effect. 


DIVIDENDS: Since 1916 annual dividend distributions have not been 
interrupted. The current rate of 40 cents per share quarterly contrasts 
with 25 cents paid last year, on an adjusted basis to allow for the 
late split. 

MARKET ACTION: A recent price of 24'/2 compares with a 1945 
high of 26% and a low of 20!/4, showing considerable resistance to 
general market swings. 


omen BALANCE SHEET ITEMS 





























thousand) 
Dec. 31, June 30, 

ASSETS 1941 1946 ange 
Cash $7,497 $10,101 +$2,604 
U. S. Gov't securities ........ccccccceseees 0 .127 + 4,027 
Receivables, net 774 + 27 
Inventories, net 4,753 — 2,043 
Other current assets ...........:cccccscseseeee 174 — 310 
TOTAL CURRENT ASSETS ice 20,929 + 4,552 
Plant and equipment ..............cc:ceces 8,183 7,919 — 264 
Less depreciation 5,710 + 982 
Net plant 2,209 — 1,246 
Other assets 850 we 67 
TOTAL ASSETS 20,749 23,988 + 3,239 
LIABILITIES 
Accts. payable and accruals .............. 2,298 3,435 1,137 
Reserve for taxes 2,382 2,766 384 

er current lia 20 202 





Oth bilities 

TOTAL CURRENT LIABILITIE 
Deferred liabilities 
Reserves 














Capital 10,371 206 
Surplus a 672 1,260 
po AS Sl 20,749 23,988 3,239 
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WORKING CAPITAL ............:::cccscccceeeeee 
Current Ratio 





BREWING CORP. OF AMERICA 


IN MILLIONS OF DOLLARS ~~ 
FISCAL YEAR ENDING SEPT. Z0, 


BARS NET SALES 


16 


NET INCOME 














1944 1945 1946 
5.56 5.30 684 (442 
2.12% 2.50 2,50 


1939 1940 1941 1942 1943 
NET PERSH5,55 3.80 431 451 
DIV. PERSH.3.95 2,75 2.00 2.00 2.00 









BREWING CORPORATION OF AMERICA 


a 
BUSINESS: Scanned from the viewpoint of relative size and expe- 
rience, this brewer of Carling Ales and Beers is not as impressive as 
many of its older and larger competitors. But through a close alliance 
with Canadian Breweries, Ltd., its products over a term of 12 years 
have met with increasing favor in the United States, so that a sound 
and sizable business has been established. 

OUTLOOK: Aggressive merchandising policies have led to marked 
expansion in the number of retail outlets handling Carling bottled 
products. According to reports, distributors in 36 states now offer 
these ales and beers. As a result, the company is said to be in the 
process of doubling its Cleveland plant capacity to keep up with 
mounting demand. Annual production should be raised to above 1.5 
million barrels annually. Capitalization of the company is snug, with 
no senior stock and only 145,000 shares of common outstanding. A 
high credit standing is evidenced by a 234% serial loan for $4.5 
million arranged with banks. Since 1937 net earnings have shown con- 
sistent gains by rising from a level of 84 cents per share to $6.84 
per share in 1945, in which year sales reached a peak of $22.7 million. 
Despite the hampering effect of Federal restrictions earlier in 1946, 
elimination of Excess Profits Taxes has benefitted net earnings to the 
extent of boosting this item up to $10.52 per share for 9 months 
ended June 30, and predictions are heard that more than $13 per 
share may be reported for the full year. 

DIVIDENDS: 1945 marks the eleventh year in a row during which 
dividends have been paid, the current rate of $2.50 per share an- 
nually having been maintained for several years past. Under the terms 
of the bank loan, dividends are restricted to a sum not exceeding 50% 
of net earnings, until the loan is finally retired in 1954. 

MARKET ACTION: At a recent price of 92 on the New York Stock 
Exchange was only about !'/2 points below the peak registered during 
1946. Low for the current year was 72. 


COMMERATIVE. Sannee SHEET ITEMS 









































+ —, - ait 
ep s ept. 30, 

ASSETS 1941 1946 Change 
| ES Pena ee e  ae ee ae $679 $5,063 +$4,384 
Marketable securities 0.0.0.0... 5 981 + 976 
Receivables, net 218 424 + 206 
Inventories, net 245 1,100 + 855 
Tax Stamps 119 130 + 4 
TOTAL CURRENT ASSETS .................... 1,266 7,698 +- 6,432 
Plant and equipment ..................0cc0c000 3,049 7,284 + 4,235 
Less depreciation 852 2,153 5 1,301 
Net property ..ceccccccee cecee 2,197 5,131 2,934 
Other assets 49 101 + 5 
TOTAL ASSETS 3,512 12,930 + 9,418 
LIABILITIES 

Accts. payable and accruals .............. 182 885 + 703 
Reserve for taxes i aa (a) — 315 
Other current liabilities ....................... 146 + 785 
TOTAL CURRENT LIABILITIES ... 643 1,816 + 1,173 
Bank Notes Payable ............:ccccccccccee | ceeeseee 4,500 + 4,500 
Capital 2,175 ace -—~Cté«‘“‘ 
Surplus 694 4,439 3,745 
TOTAL LIABILITIES .... 3,512 12,930 9,418 
WORKING CAPITAL .. 6 88. 5,259 
Current Ratio 1.9 4.2 + 2.3 





(a) After deducting $1,629,819 U. S. fax notes. 
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BOWER ROLLER BEARING CO. 
IN MILLIONS OF DOLLARS 








LINE = NET INCOME 
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BARS — NET SALES 

















1938 1939 
NET PER SH.1.50 3,23 
Div. PERSH.1,00 2.00 


1940 1941 1942 1943 1944 1945 
3.73 3.76 288 324 3.20 247 
3.00 3.00 2,50 250 2.50 2.50 





BOWER ROLLER BEARING COMPANY ° 


BUSINESS: This Detroit manufacturer of tapered roller bearings has 
been in business for more than 30 years. Company's products are in 
widespread and increasing demand in the automobile, railroad equip- 
ment, aircraft, tractor and machine industries. Sales are facilitated 
by Ahlberg Bearing Co., in which Bower owns a 16% interest. 


OUTLOOK: On an increasing scale anti-friction bearings for industrial 
use have come more and more into use as time passes. Although com- 
petition from a much larger competitor, Timken Roller Bearing, is 
heavy, Bower's well established reputation for years past has brought 
plenty of business to its door. Volume tends to fluctuate rather in 
line with activities in the automotive field, but above-average skill in 
controlling costs has enabled the company to earn a moderate profit 
even in the leanest years. Profit margins have been maintained at a 
level far superior to those of most concerns in the auto parts indus- 
try, because of highly efficient equipment and management. Even in 
1932, it was possible to report some net earnings, although small. As 
a result of a recent 3 for 2 split up, Bower now has 450,000 of com- 
mon outstanding, on which adjusted earnings for 1945 would have 
equalled about $1.60 per share. As the company has reported record 
peacetime sales for 1946 thus far, with some improvement in net 
profits, the outlook is highly favorable. No bonded debt or preferred 
stock exists in the capital structure. 


DIVIDENDS: Although dividend payments have varied from year to 
year, omissions occurred in only four years during the period from 
1914 to date. Prior to the split $2.50 on the old shares was paid in 
1944 and 1945, and an initial quarterly rate of 50 cents per share has 
been established on the new set up. 


MARKET ACTION: The 1946 range for this stock has been excep- 


tionally narrow, with a high of 3334 and a low of 32. A recent price 
for the shares was 32. 


COMPARATIVE BALANCE SHEET ITEMS 
































($ a “ 
ec. 31, Sept. 30, 

— 1941 1946 Change 
ENE “sbsspbaustansinntshtnenetanenbuicndemesienssteneseusoee 450 1,319 

U. S. Gov't securities ............ccccccceee 1°50! —— > 50! 
Receivables, net 790 1,471 “681 
Inventories, net 1,725 2,209 t 484 
Other current assets .............ccccccccee 13 19 T 6 
TOTAL CURRENT ASSETS ... 4,479 5,018 t 539 
Piant and oe Spascaianen 4,102 3,751 — 351 
Less depreciation ................:..cccceceseeeee 1,787 2,009 + 222 
Net property 2,315 1,742 — 573 
Other assets 206 335 129 
TOTAL ASSETS 7,000 7,095 t 95 
LIABILITIES 

Accounts payable and accruals ........... 617 773 + 156 
Reserve for taxes ..............cccceceeseeeeeeeee 3,505 178{a) — 1,327 
TOTAL CURRENT LIABILITIES ............... 2,122 51 — 1,171 
Reserves 50 wa ee 
Capital 1,500 jee, - Se 
Supine 3.328 4,594 + 1,266 
CYS eee 7,000 7,095 > 9 
WORKING CAPITAL ............:.:c:cccccceseeeee 2,357 4,067 1,710 
Current Ratio i on + 3.) 





(a) After deducting $600,000 U. S° tax notes. 















CELANESE CORP. OF AMERICA 
IN MILLIONS OF DOLLARS po 


BARS = NET SALES = NET INCOME 
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1938 1939 1940 1941 1942 1943 1944 1945 
NET PER SH. 10 147 (135 (1290 (437) (N38 ISAS 















DIV. PER SH. NIL .20+ 50+ .80 80 §=—.80 20+ 80 







CELANESE CORPORATION OF AMERICA 


BUSINESS: About one half of all cellulose acetate yarns produced in 
the United States originate with this concern or its numerous sub- 
sidiaries. Additionally, woven fabrics, plastics and related products 
are turned out. During the last decade the company merged with 
Celluloid Corporation. Nearing completion in Mexico are large new 
plants and extensive laboratories. 

OUTLOOK: For several years to come it seems likely that demand for 
the specialties produced by this concern will continue at a high level. 
Growth of Celanese, both physically and as to volume has been sub- 
stantial ever since its incorporation in 1918. In some years earnings 
have varied widely but only in extreme years of depression has the 
company failed to show satisfactory profits. Sales potentials have 
been greatly widened by the trend to weave mixtures of synthetic 
yarns with cotton and wool, while a strong yarn called Fortisan has 
become in wide demand in the manufacture of rubber tires. Net sales 
in 1945 reached an all time peak of $104 million compared with $35.4 
million in 1939 and for the first quarter of 1946 came to over $30 
million. Net earnings for the first half of 1946 were $2.68 per share 
compared with $1.55 in the relative period of 1945 on the then out- 
standing common which last September was split on a basis of 2!/, 
for 1. Considerable leverage is afforded the common by 148,179 
shares of second preferred, 420,000 shares of first preferred and $40 
million 3% debentures due in 1965. 
DIVIDENDS: During the past eight years regular payments have been 
made, with the third quarter distribution for 1946 (on old stock) at 
a rate of 62!/, cents against 50 cents per share in the preceding 
quarters. 
MARKET ACTION: Recently the new stock sold around 20 compared 
with a 1946 high of 23% and a low of 1834 (adjusted). 


COMPARATIVE BALANCE SHEET ITEMS 
($ thousand) 


















































Dec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
Cash $26,587 $32,830 +$6,243 
U. S. Gov't securities ................c cece 515 14,152 +13,637 
Receivables, net 6,903 8,314 + 1,411 
Inventories, net 8,408 9,014 - 606 
Other current assets ............... west 114 1,045 931 
TOTAL CURRENT ASSETS w. 42,527 65,355 22,828 
Plant and ip + 73,889 98,880 24,991 
Less depreciation 19,596 36,438 16,842 
Net property 54,293 62,442 8,149 
Other assets 4,221 9,50 5,287 
TOTAL ASSETS 301,041 137,305 36,264 
LIABILITIES 

ND osacvccccccccconcsccocsccsencsstcceevecs, =. avast — 200 
Accts. payable and accruals 5,619 + 1,654 
Reserve for Faxes .........ccccsccsscccsccsccceeces  8,3BB eeeeeeee (a) — 8,388 
TOTAL CURRENT LIABI“ITIES 5,619 — 6,934 
Deferred liabilities ..................... ree ee rakasanss — 647 
Bank Notes payable «2.0.0.0... ee ee — 3,00 
Long term debt 40,000 +15,300 
Reserves 3,30 1,80 
Capital 49,980 +- 13,533 
Surplus 38,399 16,205 
eco 137,305 36,264 
WORKING CAPITAL ............cccccccecsseeeeees 59,736 29,762 
Current Ratio 1.6 8.2 





(a) After applying $9,428,306 U. S. tax notes. 
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6 Stocks Showing Resistance To Market Decline 














AMER. GAS & ELECTRIC CO. 
ia aie eae IN MILLIONS OF DOLLARS UNE — NET INCOME 
140 16 
70 8 
1938 1939 1940 1941 1942 1943 1944 1945 
NET PERSH.2.23 250 3.00 272 221 223 232 2.32 
DIV. PERSH.1.40 185 2.00 200 j1.70 1.80 180 1.90 





AMERICAN GAS & ELECTRIC COMPANY 
BUSINESS: A holding company with subsidiaries falling into three 


classifications. (1) A Central System serving 1729 communities in 
Michigan, Indiana, Ohio, West Virginia, Virginia, Kentucky and Ten- 
nessee. (2) South Jersey System, serving 225 communities in New 
Jersey. (3) Northast Pennsylvania System, serving 57 communities. 
Total population in thees areas—about 3.7 million. 
OUTLOOK: Strength of this concern rests in the fact that it owns 
100% of the common stock of all its subsidiaries, engages almost 
exclusively in the electric light and power business and that opera- 
tions are extremely well integrated. About 80% of earnings are 
derived from operating concerns in the Central System, all of whose 
lines are interconnected. Hence to comply with the Public Utility 
Holding Act of 1935, the company has been obliged to sever relation- 
ships with only a few of its subsidiaries. From the proceeds of one 
such sale in April, 1946, $25.8 million helped to retire 204,000 shares 
of A.G.&E. 43/44% preferred stock. Company has no bonds outstanding 
and only 101,623 shares of preferred. About 4.48 million shares of 
common comprise the equity. Net earnings per share have ranged 
from $1.65 in 1942 to $1.94 in 1945, and for many years past have 
been characteristically stable. As the company serves a vigorous and 
increasingly important area, its outlook is highly favorable. 
DIVIDENDS: For more than 25 years past dividends have been paid 
without a break, although the rate has varied widely. $1.90 per share 
was distributed in 1945 and during the first three quarters of 1946— 
$1.30. Last distribution was 50 cents per share. 
MARKET ACTION: Recent price around 44 compares with a low for 
the current year of 37!/, and a high of 4934. 

COMPARATIVE ——— ITEMS 












































ee 31 - 
ec. 31, earch 31, 
ASSETS 1941 1946* Change 
Cash : ms $30,799 $26,315 —$4,484 
Marketable securities .............ccccccccee | seeeeeee 9,336 +- 9,336 
Receivables, net 10,194 12,419 + 2,225 
Inventories, net 9,913 11,289 + 1,376 
Other current assets ...........cccccccccscsceee 1,139 5 — 1,085 
TOTAL CURRENT ASSETS .................... 52,045 59,413 + 7,368 
Plant and quip  -— 487,828 471,158 —16,670 
Less Depreciation ......:.......ccccccccscccscsseee 2,7 101,312 +28,593 
Net property 415,109 369,846 —45,263 
Net excess of sub invest. over equity 

(excluding earned surplus) ........00.0. 0 sess 26,694 +26,694 
Other assets 46,198 14,475 —31,723 
TOTAL ASSETS 513,352 470,428 —42,924 
LIABILITIES 
Accounts payable and accruals............ 31,250 8,830 — 2,420 
Reserve for taxes .............::c:0000 x 20,610 + 2,658 
Other current liabilities .............. 1,529 + 205 
TOTAL CURRENT LIABILITIES .. 30,969 + 443 
Deferred liabilities ...................... 3,847 — 443 
Excess Equity over Investment.............. 1,885  ...... —_1,885 
Long term debt 211,306 —26,904 
Reserves 21,689 —_ 6,359 
Capital 130,676 —18,174 
Surplus 71,941 +10,398 
TOTAL LIABILITIES ..... vA 470,428 —42,924 
WORKING CAPITAL a ’ 28,444 + 6,925 
Current Ratio 1.9 se 


1 - ° 
* Pro-Forma, to reflect estimated effeet of sale of Scranton Electric Co. 
and redemption of 204,000 shares ef American Gas & Electric pre- 
ferred pa investment of $4,000,000 in Ohio Power common stock and 
payment by Ohio Power Co. of its $4,750,000 2% notes payable. 
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OHIO EDISON CO. 
IN MILLIONS OF DOLLARS 
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OHIO EDISON COMPANY 


BUSINESS: Company primarily generates and distributes electricity 
in North Eastern Ohio, with operations centering chiefly around Akron, 
Youngstown, Springfield and Barberton. In all, 287 communities with a 
total population of nearly 900,000 are served. Corporate control is 
lodged in Commonwealth & Southern Corp. 


OUTLOOK: The territory from which this company derives its revenues 
is importantly industrialized, containing many manufacturers of steel, 
rubber, machinery, chemicals and food products. Additionally, the 
farming sections served are well populated and prosperous. Hence 
prospects for steady growth in the business are enhanced. The 
franchises enjoyed are on a favorable basis and the company is en- 
tirely free from competition. Five of the generating plants are steam- 
electric and one is a hydro-electric installation. Capital structure of 
this relatively simple operating concern consists of $30.9 million 
first 3s due 1974, $26 million 234s due 1975, 180,000 shares of 4.4% 
preferred and approximately 2 million shares of common. Available 
income for many years past has exceeded interest charges by oa 
margin of better than 2 for |, and after allowance for preferred 
dividends, a sum of about $2.3 million was left for the commomt in 
1945, equal to $1.32 per share as of that period. The record shows 
exceptional stability in earning power from year to year. 


DIVIDENDS: Annual dividends have been variable on the common, 
with 15 cents per share paid in 1944, $1.00 in 1945 and $1.60 paid 
during the first three quarters of 1946. 


MARKET ACTION: Price range for this equity during 1946 has been 
high—37!/2, low—3034. A recent price was 34!/2. 


COMPARATIVE BALANCE SHEET ITEMS 
($ thousand) 
























Dec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
I paid ad dcsacassccatndecnaaicencepeaacmnanieisken $2,459 $2,109 — $350 
Temporary Cash Investments . 13,968 7,302 — 4,666 
Receivables, net ....................... 2,333 2,134 — 199 
Inventories, net ........... 1,859 2,421 + 562 
Other current assets ........ 93 239 + 146 
TOTAL CURRENT ASSETS .. 18,712 14,205 — 4.507 
Plant and equipment ........ 119,510 124,003 + 4,493 
Less Gepreclation  ..............00.000c..ccsscceses 15,033 29,126 +14,113 
Net plant 104,497 94,877 — 9,620 
I CY roi oectectntecectideesccscenteceencs 10,305 7,966 — 2,339 
I CII sacttvsccevasdcsictdsctsatesedscawmide 133,514 117,048 —16,466 
LIABILITIES 

Accts. payable and accruals .............. 1,304 1,380 + 76 
Reserve for faxes ...........:.0--0 5,225 5,364 + 139 
Other current liabilities ............ 475 494 aa 19 
TOTAL CURRENT LIABILITIES 7,004 7,238 + 234 
Deferred liabilities . 232 417 + 185 
Long term debt 78,535 63,926 —)4,609 
Reserves 813 “651 — 162 
GIO cainisccccsecscecascesepnesecectvesseontsernorenenes 44,170 32,495 —11,675 
Surplus = 2,760 12,321 + 9,56 
TOTAL LIABILITIES ......... . 133,514 117,048 —16,466 
WORKING CAPITAL ... 11,708 6,967 — 4,741 
IN IID secs cessscecnteccnssstassnsonensionsioce 2.6 1.9 — 7 




































How 17.6% Rate Boost Benefits 
Individual Railroads 





In the highly competitive transportation field, 
modernization of equipment and mounting 
operating expenses require rate increases. 


effect, therefor, the freight rate increase is expected 
to make a net contribution of approximately $500,- 
000,000 to 1947 operating gross. 

During the hearings before the Interstate Com- 
merce Commission, the railroads estimated that on 
the basis of the volume of business expected in 1947, 
their wages, cost of materials and supplies, etc., 
would be about $2,174,000,000 
higher than in 1939. It would 
appear that the additional re- 
venues to be produced by the 
freight rate increase would be 
wholly inadequate to compensate 
for the increased costs of opera- 
tion. However, this is not the 
case because the railroads total 

































| By ROGER CARLESON 


HILE THE 17.6% FREIGHT RATE increase an- 
nounced by the Interstate Commerce Com- 
mission is expected to contribute approximately $1,- 
000,000,000 annually in additional freight revenues 
on present volumes of freight tonnage, the railroads 
estimate that total gross receipts for all Class 1 roads 
will amount to only $8,090,000,000 in 1947. This 
is only $590,000,000 more than the $7,500,000,000 
gross estimated for the present year. The apparent 
dissipation of the much publicized $1,000,000,000 
additional freight receipts is due to two factors. One 
being that approximately $200,000,000 of this 
year’s $7,500,000,000 operating gross ‘will result 
from the application of interim freight rate increases 
which became effective July 1. The other more 
pertinent factor is that passenger receipts in 1947 
are expected to decline about $317,000,000 below the 
1946 level according to the railroad estimates. In 














volume of business in 1947 is ex- 
pected to produce gross of $8,- 
090,000,000, compared with 
operating revenues of only $3,995,000,000 or onc- 
half as much in 1939. In the latter year, total op- 
erating expenses of Class I roads amounted to $2,- 
918,000,000. Obviously, ifwewere to raise the $2,918,- 
000,000 by $2,174,000,000 (the estimated increase in 
operating costs since 1939), total operating expenses 
in 1947 would amount to $5,092,000,000, based 
on the $8,090,000,000 estimated operating revenues. 
Even making allowance for depreciation of way and 
structures, not mandatory in 1939, and fairly liberal 
amounts for property and income taxes, net railway 
operating income might conceivably approximate 
$1,250,000,000, and net income of around $750,- 
000,000 would result in 1947. This net would com- 
pare with a peak of $901,700,000 in 1942, $873,- 
500,000 in 1943, and $667,200,000 in 1944. 

The estimates prepared by Class I roads, however, 
differ markedly from the preceding calculation and 
might be discounted as being on the conservative 
side, as is understandable. In the final analysis, 
1947 results will depend on the realization of the 
estimated level of traffic, and to an important extent 
also, on the trend of wages and the price of materials 
and supplies. Assuming that agricultural conditions 
permit another large crop in 1947 and industrial 
activity is not beset by the many interruptions that 
predominated during 1946, the railroads would 
have little difficulty in surpassing their own conserva- 
tive estimates. There is no doubt that there will be 
further wage demands to be met by the railroad in- 
dustry next year. However, on an overall basis, 
operating expenses should be smaller than in 1946 
due to the restoration of prewar operating efficiency, 
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elimination of inefficient equip- 












Pacific’s gain, about one-fourth 














ment resulting in smaller main- Table I in the case of Baltimore & Ohio, 

tenance outlays, further reduc- Dividend Forecasts for Leading Illinois Central, Milwaukee 

tion in premium wage payments Railroads and Southern Railway. The 

for overtime, and other econo- Dividends on least affected of the fifteen 

: Common Stocks oid 
my measures. If this proves to ane gma roads would be Erie and Great 
. . . stimate ‘aid in Yr . . 
be the case, it is not unlikely 1947 1946 Northern. These relationships 
that Class I roads will realize Atch., T. & S.F. ..... $6.00 $6.00 might well be distorted con- 
: Baltimore & Ohio ... Nil Nil : _ 

. AQ — . Yr y y = 

a net income of around $750, die & Oe ppd om siderably, depending on wheth 

000,000 in 1947, given all or C., M. St. P. & P.... Nil Nil er a road would gain propor- 

a great part of the favorable yh ee, by piece tionately more gross in 1947 

factors in the situation. ag sore 1.00 Nil due to an increasing volume of 

There 1s no question that all “. ¥. Central eneuemssuneenugebetenede 1.00 1.00 freight tonnage, or less on a 

2 ‘i North. Pacific .. icon = 1.00 smaller rol f freight 

Class I roads will derive sub- Pennsylvanian .2.........ccccssssss+--+ 2.50 *2.50 smaller volume 0 reignt, 

stantial benefits from the Reading 1.00 1.00 whichever the case may be next 
; ; Seaboard Nil Nil panel 
freight rate increase. However, IE cesnctc cictincorig 4.00 4.00 Macca 

some roads will have their gains So. Railway ... 4.00 3.00 The overwhelming depen- 

: Union Pacific #7.00 6.00 


wiped out by declining passen- 
ger revenues, and in isolated 
cases, by a smaller volume of 
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- y paid $1.50 so far. #Based 
on initiation of an $8.00 annual rate during the 
third quarter of the year. 


greater part of net income this 
year is apparent from the Class 


Of the $203,000,- 
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freight tonnage. In Table II 





we have presented data on the 

estimated increase in freight revenues, on a given 
volume of freight tonnage, which is expected from 
the 17.6% freight rate increase. We have also tabu- 
lated the estimated losses in passenger revenues in- 
dicated for 1947. It will be noted that in the case 
of the Atchison, Topeka & Santa Fe, New York 
Central, Pennsylvania, Seaboard and Union Pacific, 
approximately 40% or more of the increase in 
freight revenues will be offset by declining passen- 
ger receipts during 1947. The loss of passenger 
revenues will offset about one-third of Southern 


000 net income estimated by the 
railroads for 1946, approximately $174,000,000 is 
expected to result from tax credits. The dependence 
of individual roads on this single factor varies con- 
siderably as the data in the table indicates. Of the 
fifteen roads tabulated, only the Atchison, Topeka 
& Santa Fe, Union Pacific, Chesapeake & Ohio, and 
Northern Pacific will get along without tax credits. 
In the case of the remaining eleven roads, the tax 
credit will represent a formidable cushion for this 
year’s earnings. In the case of Baltimore & Ohio 
and Southern Pacific,the (Please turn to page 332) 





























Table Il 
Estimated Effect of Rate Increases on Revenues 
of Leading Roads 

Estimated 

Estimated Decrease 

Increase in 1947 

In Freight Passenger 

Revenues Revenues 

Atchison, Topeka & S.F............... $43,671,000 $22,702,000 
BENNO GE ORIG: coc isissececicsiceessscnscne 42,005,000 8,265,000 
Chesapeake & Ohio ...............ccceeeeeee 16,872,000 4,196,000 
Gale. , (MN. SE. Re SAR enn ccsccscccenscces 27,626,000 7,000,000 
Erie 20,091,000 1,199,000 
Great Norther .............-cccccsscccsssssees 24,148,000 1,523,000 
Illinois Central 26,827,000 5,967,000 
New York Central .....................cccces 75,154,000 35,700,000 
Northern Pacific  ................::c:cccccccce 13,940,000 2,412,000 
Pennsylvania 92,856,000 60,523,000 
Reading 14,347,000 2,250,000 
Seaboard 13,320,000 6,878,000 
Southern Pacihe .........:...:cccecsedecscccees 66,689,000 24,981,000 
Southern Railway 27,072,000 7,000,000 
Union Pacific 46,336,000 20,238,000 
Note—The estimated increase in freight revenues was calculated 
on the basis of estimates submitted by the railroads in the 
ex parte 162 case, adjusted to conform with the freight rate 
increase of 17.9% granted roads in the Eastern District, and 
17.4% in the other districts. The estimated decline in 1947 
passenger revenues are those reported by individual roads in 

the ex parte 162 case. 














Table Ill 


Estimated Effect on Earnings Per Share of 
Rate Increases 


Net Earnings Per Share of Common Stock 








Company 
Estimates 
for 1947— 
Company Estimates—1946 based on 
9 Mos. Before Tax Including 19.6% Fght. 
1946 Credits Tax Credits Rate Incr. 
Me Te SSF... $10.36 $11.53 $11.53 $7.46 
Balt. & Ohio ...... d7.85 d6.89 0.75 2.07 
Ches. & Ohio........ 2.71 3.43 3.43 3.23 
C.. M. St.P.&P. 2.72 d4.29 d2.12 d2.71 
ie WN.. <-.2<:.2.-.. d2.40 d3.94 d1.96 0.37 
Gt. Northern ...... 3.18 4.62 6.65 6.67 
lll. Central .......... 2.44 2.58 4.18 5.92 
N. Y. Central .... d1.03 d4.89 d1.86 d2.89 
North. Pacific ...... 1.38 1.75 1.75 3.30 
Pennsylvania _...... d1.62 d2.56 d1.11 d0.71 
ST d0.04 d0.48 d0.27 3.76 
Seaboard 2.68 6.95 d6.95 0.44 
So. Pacific 4.43 d2.77 6.90 4.78 
So. Railway ........ 2.42 4.09 5.01 10.36 
Union Pacific ...... 7.09 12.75 12.75 13.75 
d Deficit. 


Note—Earnings for nine months of 1946 are as reported. Com- 
pany estimates for 1946, luding and including tax credits, 
are as reported to the Interstate Commerce Commission. 
Company estimates for 1947 are based on realization of a 
freight rate increase of 19.6% on the average, and have not 
been adjusted to refiect the lower (17.6%) freight rate in- 
crease granted. , 
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AND 


Poor Timing 


It is axiomatic that a majority 
of the “little people” buy or sell 
stocks at the wrong time. In late 
November and the first week in 
December the so-called small-fry 
sold stocks more heavily, on bal- 
ance, than at any time since the 
bleak war-crises and bear-market 
days of late 1941 and early 1942, 
according to brokers who know 
whereof they speak. The odd-lot 
figures have pointed the same 
way. Why it should have been so, 
we do not know. There was noth- 
ing in the actual market per- 
formance of November and early 
December to justify increased 
fears. On the contrary, weeks of 
persistent support in the same 


old trading range, plus ability to 
take the coal strike with fortitude, 


bolstered the case for a rally, 


given any favorable break in the 


PROFIT 
INCOME 


news. Well, once more a lot of 
people have been whipsawed. The 
coal-strike and freight-rate news 
opened the door for a sharp rally 
which the market already “had 
in its system” through weeks of 
technical preparation. There is 
no mysterious “they” who plan 
these things. The unsophisticated 
late sellers, strictly on their own, 
contributed to the technical build- 
up. Those rushing to buy (as we 
write) on a big-volume upturn, 
nearly 15 points above the bottom 
of the October-November trading 
range in the Dow industrials, can 
also be put down, mostly, as ama- 
teurs. 


The Objective 


The analytical-technical con- 
sensus of opinion is—as it has 
been for several weeks—that the 
market “ought to be good” for a 








Admiral Corp. 

Burlington Mills 
City Stores 
Columbia Pictures 











INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Goodall-Sanford 





Guantanamo Sugar 
Sunray Oil 
United States Freight 
United States Plywood ............:sscsss-e- 

















Grayson-Robinson Stores .............2ssss++s0 


1946 1945 
10 mos. Oct. 31 $1.36 $ .60 
Year Sept. 28 3.47 1.32 
9 mos. Oct. 31 2.10 1.01 
Sept. 28 Quarter 1.42 1.26 
13 wks. Oct. 31 1.14 17 
12 mos. Sept. 30 2.02 1.40 
Year Sept. 30 1.01 55 
9 mos. Sept. 30 48 35 
9 mos. Sept. 30 2.03 1.19 
6 mos. Oct. 31 3.51 1.15 














rally to the 180-183 area of the 
industrial average. Maybe so. 
But the degree of agreement on 
this point is somewhat disturbing 
to this column, whose writer has 
been around long enough to learn 
that the market seldom does the 
expected thing at the expected 
time. So our guess would be that 
the rally either will stop short of 
the objective cited or carry on 
considerably above it. Which it 
will be, we do not know. If it 
stops between 180 and 183 we 
will publicly admit miracles, after 
all, may be possible. 


Rate Decision 

In the rate decision the rail- 
roads got about all from the ICC 
that they had dared dream of. As- 
suming that traffic is high next 
year, or even pretty good, it 
means excellent share earnings in 
any event for the stronger sys- 
tems. But the benefit could be 
watered down by further wage in- 
creases, for which there will cer- 
tainly be demands. From time to 
time, the borderline rails are re- 
peatedly “put behind the eight 
ball”—either by lower traffic or 
higher costs. Precisely for that 
reason, and the great leverage in 
capitalizations, the majority of 
rail stocks—and even some junior 
bonds—are speculative footballs. 
If you hold them, don’t delude 
yourself that they are “invest- 
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ments.” They are a sale on rallies. 


A few rails offer solid values, in- 


cluding secure and good dividend 
yields. These are a buy in bear- 
market price mark-downs. The 
prime issues are Norfolk & West- 
ern, Union Pacific, Chesapeake & 
Ohio. Virginian and Atchison. 
The Union Pacific, now paying 
the same $6 dividend that it has 
paid though the worst depression 
periods, has ahead of it a huge 
debt retirement, out of surplus 
cash, and probably a return to 
the older $10 dividend rate. Non- 
‘ail income (mainly from oil 
properties) is enough to cover the 
$6 payment. On a $10 dividend 
the yield, at current market 
prices, would be in the vicinity of 


~ ~ A 
1.0%. 


Farm Equipments 

On farm equipment stocks this 
department has a_ decidedly 
“lukewarm” feeling. If there is a 
bull market, they go up; but 
many other stock go up more than 
do the leading issues in this field: 
namely International Harvester 
and Deere. On the other hand, 
they are not in any sense depres- 
sion-resistant. The cycle in farm 
buying of hard goods has always 
been extreme. And while politi- 
cians love the farmers, they do 
not (and for that very reason) 
love the farm equipment makers. 
However, what concerns us most 
is the specter of increasing com- 
petition. There have been some 
pretty strong newcomers in this 
game. One of them was the Ford- 
Ferguson combination—reputed 
to have gained second place (and 
close to first) in farm tractors 
and related tractor - powered 
equipment. It is reported that 
this combination will dissolve in 
a few months, but that both there- 
after will carry on by themselves. 
Of course, it can be argued that 
the farm prospect is such as to 
promise enough business for all 
for at least a year or two, maybe 
longer. But is that enough for the 
stock market? This writer doubts 
it. The market usually is more or 
less allergic to good earnings if 
it doubts the continuity thereof. 
That is one reason why the late 
bull market collapsed. It could 
not go on putting higher and 
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higher valuations on boom earn- 
ings, a good part of which in 
many lines were, and are, non-re- 
current. Of course, farm equip- 
ment profits have not boomed in 
the sense that  light-industry 
earnings have. There is a ques- 
tion whether they will and, if so, 
for how long. 


Decca Records 

Launched as late as 1936, in a 
single decade Decca Records has 
zoomed to leadership in the pro- 
duction and sale of phonograph 
records, now accounting for about 
40% of unit sales. It readily took 
the leadership from the old Victor 
subsidiary of the Radio Corpora- 
tion, just as Philco (also a rela- 
tively late starter) took it in 
radio sets. What is the answer? It 
‘an only be smart management in 
the sense unique to “show busi- 
ness,” which is what record-mak- 
ing is. It is improbable that Decca 
is near full growth. Certainly, it 
can not meet present indicated 
demand. Earnings to be shown 
this year on the new split stock 
will be around $3 a share. Judg- 
ing by the 40-cent year-end divi- 
dend, the company might well 
pay $1.50 a year, double the (ad- 
justed) figure on the old stock. 
The current price around 22 com- 
pares with bear-market low to 
date of 17 and bull-market high 
equivalent to 375 on the present 
stock. What this stock can do on 
the upside soon, or over the medi- 
um-term, we do not know, but we 
doubt that it will be available at 
17 again. That is too low for an 
emphatically - successful growth 
situation with the earning power 
heretofore cited. 


Oil Dividends 

Out of about 40 listed oil stocks 
on which final dividends for 1946 
have been voted as this is written, 
three-quarters of them have paid 
shareholders more than in 1945. 
The industry’s aggregate 1946 
dividends will establish an all-time 
record high. Volume and earnings 
for the year have been better than 
the most optimistic oil economists 
were allowing for at the end of the 
war. Considering the vast mili- 
tary consumption of gasoline and 
other petroleum products, most 
people thought it would take at 
least several years for rising 
civilian demands to offset the loss 
of war business. Some doubted 
that this would be possible before 
1950. Actually, despite the slight 
net increase in registered motor 
vehicles—probably none in pas- 
senger cars—the 1946 physical 
output of refinery products will 
about equal last year’s record 
figure and might top it by a small 
margin. Since late July, when 
price ceilings were terminated, 
the industry has been getting 
higher prices. Looking toward in- 
creased automobileoutput, growth 
of civilian aviation, further me- 
chanization of agriculture, big 
rail orders for diesel locomotives 
and the trend toward oil (away 
from coal) for heating, it about 
as sure as anything can be that 
oil earnings and dividends will 
rise further in 1947. Yet today 
stocks like Standard Oil (New 
Jersey), Texas Company, Stand- 
ard Oil of California and a num- 
ber of others can be bought at 10 
to 12 times per share earnings 
for dividend yields ranging as 

(Please turn to page 331) 
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American Car & Foundry .............0-::00000 





Cessna Aircraft 


Central Aguirre Associates ..................- 





Illinois Central 


Chicago Pneumatic Tool ..............-.0-000+ 
Disney (Walt) Productions ................... 





Southern Rwy. 





Washington Gas Light 
Westinghouse Electric 


ticipating provisions of the shares. 











* Based on combined preferred and common shares, after allowing for par- 


1946 1945 
6 mos. Oct. 31 $ .61 $3.75 
9 mos. Sept. 30 .02 61 
Year July 31 -97 1.38 
Year Sept. 30 -42 72 
9 mos. Sept. 30 2.53 an 
Year Sept. 28 26 3) 
10 mos. Oct. 31 2.91 8.94 
10 mos. Oct. 31 2.86 10.01 
12 mos. Oct. 31 1.50 2.22 
12 mos. Sept. 30 *1.19 *1.68 























































Opportunities... 


for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MaGazinE oF WALL StREET’s Index of Bond 
Prices showed the following changes for the 
period indicated: 


On On 
Nov. 30 Dec. 7 
40 Domestic Corporates 116.0 1163 + 3 
10 High Grade Bonds BiG W117 + 2 
10 Second Grade Rails 250.3 252.2 +1.9 
10 High Grade Utilities 98.6 98.5 — .1 
10 High Grade Industrials 99.6 998 + 2 
10 Foreign Governments 180.6 130.2 — .4 


Prices for all grades of bonds showed only minor 
changes during the two weeks under review, except 
that the slightly firmer tone developed was moderately 
emphasized by the Second Grade Rails. Because set- 
tlement of the coal strike did not occur until 
after the period had ended, even the long awaited 


award of higher rates to the railroads did not raise 
as much enthusiasm as normally might have been ex- 
pected. An approximate 2 point advance in prices 
for Second Grade Rails, while representing an im- 
provement, still failed to restore a level as recent as 
November 16. 

Fact is that, liberal as the average 1714 % rise in 
rates allotted to the railroads may seem on the sur- 
face, the major uptrend in costs for wages and mate- 
rials has been so significant, that even with a now 
prospective boost in revenues to the extent of around 
$1 billion dollars, many carriers may find it difficult 
to absorb their added expenses. Extension of the 
10% raise allowed in wartime for passenger fares is 
of course an encouraging factor, but few roads look 
to this branch of trattic when it comes to considering 
profit potentials. To revise freight rates on a scale 
to produce from 10% to 20% gains 
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for different commodities has been an 
immensely complicated procedure and 
probably accounts for the long delay 





300 involved since last April, when the 


Roads first entered their plea for a 
25% raise. But beyond any question, 








p 
a 
° 


the earnings outlook for all carriers 
has been greatly improved at last, al- 
though some will stand to benefit far 









eee more than others. Some time will have 


to elapse before experts can figure out 
the relative advantages which will ac- 





crue. But the tone and attitude of the 
ICC in announcing the new rates has 
been almost as heartening to the rail- 





n 
© 
° 


road managements and investors alike 
as the amount of the rates themselves. 
At long last Washington seems to be 
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abandoning a one-sided position held 
for more than a decade past. 


In similar fashion the action of the 








1946 
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3% SCALE AT RIGHT 


SEC in approving the use of “Red 
Herring” circulars to facilitate securi- 
ty offerings and its announced inten- 
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tion to eliminate much of the red tape and expense 
formerly thrust upon the shoulders of bankers and 
issuers of securities, points to an encouraging Fed- 
eral trend to co-operate with capitalistic interests. 
Such moves are especially important to all parties 
concerned in the Public Utility field. While utility 
bond offerings in the current year have amounted to 
barely more than half the totals which came upon the 
market in 1945, utility preferreds publicly offered 
in 1946 may reach $285 million, compared with only 
$95 million last year. And offerings of utility com- 
mon stocks in the current year may total $220 mil- 
lion against $75 million in 1945. Because of the 
progressive dissolution of holding companies, a large 
amount of utility preferreds and equities are likely 
to come upon the market in 1947, and common 
stocks alone slated to appear now total some 15 mil- 
lion shares, with a market value in excess of $300 
million. Increasing scarcity of new utility bond is- 
sues has resulted in a downtrend in yields, the aver- 
age rate during the 





some depressive periods, they have invariably been 
cleared up later. In 1945 net earnings applicable to 
the preferred came to $56.71 per share and for the 
year ended June 30, 1946—$46.79 per share. De- 
spite strikes and materials shortages, the company 
has emerged into a more normal operating period in 
late months and is reported to have close to $100 
million in unfilled orders on its books. And now the 
railroads have been granted a rate increase, they are 
apt to step up their offers for much needed equip- 
ment. The outlook for this strong old concern seems 
bright. 





BARKER BROTHERS: 414% $50 par preferred also 
enjoys certain fundamentals which at the proper 
time should commend it to conservative investors. At 
present it sells not much over par, affording a rather 
attractive yield. Since 1880 this business has shared 
in the growing prosperity of Los Angeles and the 
Pacfic Coast through merchandising equipment of 
many kinds for homes, 








first six months of 1946 
having dropped to a | 
record low of 2.70% || 
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Suggestions for Current Investment Funds 


hotels and public build- 
2 fin 

ings. The record of un- 
interrupted dividends 


compared with 2.88% Pag Pe — paid on its senior stock 

n 1945 Bonds: rice rice ie I sae” 

salen Amer. & For. Pwr. Deb. 5's, 2030............ $106 $107, 4.7% issues goes back for a 
Boston & Albany R.R. Term. Imp. 44/4's,'78 97 105 4.4 long period. Only 45,- 

NEW OFFERINGS Missouri, Kan. & Tex. Ry. Ist 4's, '90..... — 90 NC. 45 125 shares of the pre- 
N. Pacific Ref. & Imp. 5's, C, 2047.......... 101 105* 49 


scheduled for the mar- 
ket include $30 million 
first mortgage thirty- 
five year bonds of the 
Philadelphia Electric 
Company. This prime 
investment issue should 
find a host of ready 


Preferred Stocks: 
Assoc. Dry Goods $7 2nd Pfd 


takers among’ banks 

. - : : Lipton (Thos.) 6% Cum. Pfd. (Par $25) 31 30 4.8 
insurance companies Pacific G. & E. 51/>% Cum, Ist Pfd, 

and conservative in- eee 


vestors. Similar success 
undoubtedly will await 





Pittsburgh & W. Va. Ist 4!/2's, 1958-60. 91 102 4.9 
Southern Pacific Deb. 4!/2's, 1981 
Texas & Pacific Ry. Gen. &Ref. 37, '85.. 102 


Baldwin Locomotive $2.10 Pfd.. : 
Barker Bros. 4'/2% ($50 Par) Pfd............. 51 55 4.4 
Curtis Publishing $4 Prior Pfd.. 
General Cigar 7% Cum. Pfd.... Cc. 
Goodyear Tire & Rub. $5 Cum. Cv. Pfd. 106 105 4.7 


Retinstecagsas 1 QON 75 5.8 


Fk aasesaesaees 36 =6N.C 
Stokley-Van Camp $1 Prior Pfd.......... 
Union Pacific 4% Non-Cum. Pfd............. 106 N.C. 
Virginian Rwy. 6% Cum. .Pfd. (Par $25) 39 N.C. 


ferred are outstanding, 
so that strong financial 
resources have permit- 
ted distribution to pre- 
$127 NC. 55% ferred holders even dur- 
ing years when poor 
business conditions pre- 
1945, the 
equivalent of $12.65 
per share was earned 
on this issue, following 
six years when the divi- 
dend was amply cov- 


ee 101 110 4.4 
105!/, 3.8 


43 vailed. In 








ie 3. 
21%, 21 4. 
3 
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an offering of $36 mil- | ered. Business during 
lion Kansas City Power N.C.—Not Callable. *Not prior to July I, 1952. | 1946 has been excep- 


tionally good with net 








& Light Co. First a 





Mortgage bonds of 

1976. New York Central Railroad also is inviting 
bids on $20 million ten-year equipment certificates, 
a form of investment medium so surrounded with 
strong fundamentals that takers now have to be con- 
tent with a yield averaging around 114 % as a rule. 
Sizable issues of municipal bonds also continue to 
appear upon the market, largest ones in the offing 
consisting of $13.5 million Los Angeles school dis- 
trict bonds and $10 million Chicago construction 


bonds. 


BALDWIN LOCOMOTIVE WORKS: preferred stock, 
currently available to yield about 5.1%,-warrants 
the study of investors when market conditions sug- 
gest the time will have arrived for acquisitions to 
portfolios. This $30 par issue carries an annual di- 
vidend rate of $2.10 per share. While the relatively 
volatile nature of the business in the past has oc- 
casioned deferment of preferred dividends during 
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earnings during the 

first six months exceeding $18 per share on the 
> i 

preferred. 


JULIUS GARFINCKEL & CO., INC.: 414% convertible 
preferred stock, par value $25, is among the new- 
comers to the market. Priced at $25 per share, this 
stock issue of an old established retail store in Wash- 
ington may arouse the interest of investors familiar 
with its reputation and standing. Stated object of 
the financing is to provide funds to complete pay- 
ment for acquisition of Brooks Brothers in New York. 
Upon completion of the financing, 160,000 shares of 
the new preferred will be outstanding in addition to 
a former issue of 60,000 shares of $25 par 514% 
convertible preferred. Sales for the year ended July 
31, 1946, were $13.9 million and net profits over 
$964,000, or more than three times total dividend 
requirements on the preferred issues. The business 
has proven profitable for some years past. 
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The Personal Service Department of THe Macazing or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which dees not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





W. T. Grant Co. 


Please furnish report on W. T. Grant 
“= F.A., Worcester, Mass. 

W. T. Grant Co. operates a 
chain of variety stores located in 
39 States. Business was original- 
ly established in 1906. Capital 
stock consists of 150,000 shares 
of 334 cumulative preferred, 
$100. par value, and 2,378,708 
shares of common stock outstand- 
ing, par value $5.00. 

Balance sheet as of January 
31, 1946 showed total current as- 
sets of $51,069,460; Total cur- 
rent liabilities, $13,149,380. Net 
current assets of $37,920,080. 


Sales for year ended January 
31, 1946—$180,306,612. Net in- 
come $4,210,092, equal to $1.60 
a share. Sales for the 10 months 
to October 31, 1946 amounted to 
$161,246,344, compared with 
$135,140,655 in corresponding 
period of 1945. This indicates an 
increase of 19.3%. Dividend pay- 
ments for current year up to Oc- 
tober 1 amounted to 90c a share. 

Earnings for full 1946 fiscal 
year are estimated at $4.00 a 
share. 

Company recently made its 
first venture into credit selling, 
while expanding into broader and 
higher price lines. 
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Pan-American Warrants 


Don’t you think Airline stocks are far 
too low, due to large reconversion costs, 
(now about completed) and growth 
pains? 

Air transport must inevitably surpass 
all other growth industries in history. It 
can never be supplanted by any faster 
mode of travel, for there is no travel 
medium left in this world to supersede 
transport by air. Cargo transport (and 
doubtless glider trailers) with less miles 
to cover than the circuitous railway routes, 
and far greater speed than ships, will 
soon compete favorably with other express 
and freight costs per mile. Problems 
caused by growth, always have and al- 
ways can, be solved, and the Government, 
for economic, foreign trade and vital se- 
curity reasons, must foster the most ef- 
ficient airlines. Even when other indus- 
tries lag, airlines should do well, for 
speed will be needed to beat the other 
fellow. 

Pan-American warrants (closing Nov. 
2, at 414, with the stock at 145%) seem a 
judicious buy. They sold at 151% in °45 
(339% higher than 414) and at 14 in 746. 
They always retain an option value, hence 
decline much less at low levels than the 
stock; whereas once the stock rises ac- 
tiveiy the warrants go wp almost as much 
or about 300% more in percentage. One 
of those rare “sleepers,” where the chance 
for large profit far outweighs the risk of 
small loss; a real market “beat.” If P.N. 
stock rises only 214 points to 171%, the 
warrants would rise about 50%; they 
sold at about 614 when the stock was 
171%. The selling taxes 2*e only about 15c 
per 100 warrants. 

Compare P.N. warran.s with others at 
current prices; for example, Merritt, 
Chapman, Scott warrants, which on Oct. 
29 (last sale I saw) closed at 614, with 
the stock 1554, —1434 points from 30, :the 
option price. And these warrants cost 
$2.00 (over 44%) more per share than 
the P.N. warrants, with P.N. stock only 
334 points from the 18 op*ion price. For 


many sound reasons, there will likely soon 
be a sharp rise again in airline stocks 
and before very long the P.N. high of 27 
over °46 may look cheap. The warrants 
would then (and long before) show huge 
percentage gains. They look good to me. 
What is your opinion? 


R.H., New York, N. Y. 


We have read with great inter- 
est your letter on airline stocks, 
and particularly the outlook for 
Pan-American Airways warrants. 
The airline industry is a definite 
growth industry; Pan-American 
Airways appears to be one of the 
most progressive in the field. Its 
expansion program for domestic 
airlines, as well as foreign routes, 
indicate that revenues and profits 
offer very good long term pros- 
pects. The warrants to purchase 
the common stock at $18.00 a 
share expire on Dec. 30, 1947. 
As the market range for these 
warrants during 1946 has gone 
from a high of 14 to a low of 
around 38, the recent market 
price, the warrants appear to 
have some speculative attraction 
for the comparatively short time 
they have yet to run. We must 
remind you that the warrants will 
have no value after Dec. 30, 
1947. 

A number of major airlines 
have shown a decline in traffic re- 
cently, with operating costs ris- 
ing, earnings are lower. However, 
new equipment placed into serv- 
ice will increase seating capacity 
and earnings are expected to im- 
prove. Most of the major airlines, 
including Pan-American, reflect, 
even at the current market prices, 
hignly promising growth pros- 
pects, therefore we are not quite 
as optimistic as you are as to the 
near term outlook for these com- 
panies. We presented an article 
“Down to Earth Analysis of Air- 
lines” in the Dec. 7th issue of our 
magazine. : 
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K cepuing A breast of Judustriiel 
¢ and Company News - 


While the after effects of the recent coal strike will be felt here and 
there for some weeks to come, the resiliency of American industry to recover from 
major shocks is truly astonishing. Already the mines are producing a near normal ton— 
nage of 2 million tons daily again to rebuild the stockpiles of worried managements 
throughout the land. 


Next target for union leaders will be the steel and automobile industries, 
with the latter now made aware of expected demands through acceptance by the C.1.0. 
of Robert Nathan's economic survey as a base. But claims by C. E. Wilson, president 
of General Motors Corporation that any wage raise granted must per se find reflec— 
tion in a further price rise indicate that accuracy of the union statistics will be 
drastically challenged. And before a settlement can be reached, Congress may have 
something to say. 





Aside from the concern over more work interruptions and possible over pro-— 
duction in some lines, business generally emerges into 1947 with bright hopes. 
Herbert E. Smith, president of United States Rubber Co., for example, says that al— 
though volume of the Rubber Industry during 1946 was more than double that of 1940, 
Similar records are likely to be achieved during the next twelve months. 








Quite aside from insistent demend for tires for new cars and replacements, 
Mr. Smith points out, demand for rubber clothing, hose, golf balls, etc., appears 
certain to exceed supply for many months to come. Equally interesting is his pre— 
diction that for the first time in four years, more natural rubber than synthetic 
will be used by manufacturers in the coming year. 


The most hopeful sign for 1947, says Dennis J. Walsh, Jr., president of the 
Association of Consulting Management Engineers, Inc., is the return of sharp competi- 
tion. In his opinion this will stimulate efforts to supplant loose wartime produc— 
tion methods with tightened controls over costs. Presumably this would include 
increased dependance upon technological improvements of every description and a 
better grip upon distribution problems. 











At a recent meeting of the American Hotel Association, it was reported that 
to repair heavy wear and tear accumulated during the past five years, the nation's 
hotels expect to spend $1.1 billion. And in addition plans are under way to buy $400 
million of new equipment and supplies. From the same source comes word that rising 
costs have pushed the breakeven point for hotels up to over 82%. Unless business 
remains at near peak levels, therefore, a problem looms up. 





The physical work involved in changing prices for the numerous products of 
many manufacturers imposes quite a burden upon overhead. Charles E. Wilson, presi-— 
dent of General Electric Co., lately pointed out that in the case of his concern this 
meant reexamination of both costs and prices for about 200,000 different items, if 
only to assure that a minor adjustment be reeded. 
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So much emphasis has been placed upon the value of research as an aid to 
social and economic betterment that this truth has been accepted without verifica— 
tion by definite statistics. Now comes one the Standard Oil research organizations 
with a report based upon 10 years analysis of the subject. According to this, for 
every $1,000 invested in research a return of $15,412 has been achieved in more 
efficient production, new products or reduced royalties, in the special field covered. 








The Victor division of Radio Corporation of America has experienced a demand 
for records so far in excess of capacity to meet, that it is spending $4 million 
dollars for the expansion of facilities. This industry which formerly suffered from 
competition from the radio, has revived to an extraordinary extent. And interestingly 
enough the success of its competitor has occasioned the rebirth of vitality to a large 
extent. 





Continued scarcity of oils for food, fats for soap, special oils for paint, 
etc., have led to plans by M. W. Kellog Company to enter this field with a new refining 
process called "cold fractionation". To implement the company's program, it proposes 
to construct five new plants to produce vegetable and animal oils from a wide variety 
of products. 





The flour milling industry is working overtime to meet a tidal wave of orders 
from domestic and foreign sources. During a few days lately the industry sold more 
flour for export than in any similar period on record., with totals in this direc— 
tion mounting to more than 300 million pounds. As a result prices stiffened by 
about 15 cents per sack. 





The coal strike apparently sent everyone rushing to a telephone in New York 
City. The New York Telephone Co. reported that on Monday,. December 2, it handled 
14,365,996 calls and that the average for the week was more than a million and a 
half above the same period in 1945. 





That high prices thus far have not checked deliveries of cars by the auto— 
mobile industry is shown by registrations for new units. Total registrations for 
the year passed the 1 million mark in September,. and in 25 States passenger car 
registrations alone came to 64,962, some 15,000 above the relative showing in 1941. 
And in 28 States total trucks registered amounted to 32,082. 





In line with Westinghouse Electric Corporation's $132 million expansion 
program and its implementation of policies tending towards decentralization, the 
company has purchased 27 acres of land in Little Rock, Ark., for construction of a new 
incandescent lamp plant. Before the end of 1947, production should start here, 
creating employment for 800 workers. 





Recent revisions of the New York Stock Exchange rules bearing bearing upon 
delivery dates may benefit investors in one way or another. Deliveries will now be 
in order if made within three days rather than in two as formerly. At this special 
time of year when considerable tax selling is usual,. the extra time allowed could 
prove constructive in many cases. 





First time arrival in the Middle West of natural gas through the Big Inch 
and Little Inch Pipelines, temporarily under lease to Tennessee Gas & Transmission 
Co., has met with such broad competition among buyers for the fuel that the company 
has been obliged to form an industry advisory committee to settle the question. The 
FPC had said that residential and commercial customers must have priority over in— 
dustrial users, and their mandate probably must be heeded. 
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SUMMARY 


MONEY AND CREDiIT—Commercial paper rates ad- 
vance another 144%. Third quarter dividends 14.5% 
above last year against increase of only 8.2%, for nine 
months. Corporate new financing this year to be around 
$! billion less than last year. Rate of expansion in life 
insurance sales begins to slacken. Abandonment of price 
ceilings will save Government more than $1 billion an- 
nual in subsidies payments. 





TRADE—Department store sales in fortnight ended Nov. 
30 about 22% above last year, against 21% for four 
weeks and 28% for year to date. 


INDUSTRY—Coal strike caused 2.5% dip in business 
activity during fortnight ended Nov. 30, to a level 4.4% 
above last year. Recovery will be swift now that the 
strike has been called off. Manufacturers’ inventories at 


‘end of October were only 156% of the month's ship- 


ments, compared with 225%, early in 1939. Freight rate 
increase less than requested, but more than expected. 


COMMODITIES—Commodity futures, lead by cotton 
and corn, rally moderately during the past fortnight; but 
spot prices a trifle easier. Wholesale food prices off 
about 2%. Fourth quarter farm prices may average 5°/, 
to 10% below mid-October peak. 

* * 


The first ten days of idled coal mines caused a 2.5%, 
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dip in the Nation's total volume of Business Activity 
during the fortnight ended Nov. 30; but the overall level 
is still 4.4%, above the like date last year. Recovery will 
be swift, however, now that the strike has been called 
off. Production curtailment, the 21-States brown-out and 
the Thanksgiving holiday depressed Electric Power 
Output to the lowest level in three months. 
* * * 

For the month of October this publication's index of 
the physical volume of Business Activity rose fraction- 
ally to 170.5% of the 1935-9 average, from 169.7 in 
September—the November level being 6.5°/, above the 
like month last year. On a per capita basis, the index 
was 156% of the 1935-9 average, compared with 155.5 
for September and 150 year ago. 

* 


Department Store Sales in the fortnight ended 
Nov. 30 were about 22% above the like period last year, 
against increases of 21% for four weeks and 28% for 
the year to date. 

* * * 

There is a cheering aspect of the latest coal strike 
that will give renewed confidence to investors and others 
who believe in our system of private enterprise. The 
fact that stubborn-minded Lewis called off the strike 
abruptly shows that an aroused Public Opinion js still 
a potent force here in this United States of America in 
curbing abuse of power, whether by Government, big 
business or organized labor. The November election re- 
turns proved clearly that, in this instance, American 

(Please turn to following page) 
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Dept. Store Stocks (mrb)................ 





Latest Previous Pre- 
Wk.or Whor Year Pearl 
Date Month Month Aac Harbor PRESENT POSITIQN AND OUTLOOK 
MILIFARY EXPENDITURE (#f) $b Dec. 4 0.37 0.32 1.24 0.43 (Continued from page 325) 
Cumulative from Mid-1940............ Dec. 4 346.2 345.8 319.7 14.3 citizens had become aroused at last to the threat 
to our democratic form of government by 
SEDERAL GROSS DEBT—S$b Dec. 4 262.0 262.2 269.5 55.2 power-crazed labor leaders. 
* * * 
MONEY SUPPLY—S$b 
Demand Deposits—!0! Cities....... ae mp4 = oy — Even pro-labor Senators in Washington have 
Currency in Circulation........... ..... ss : , . : urged the President not to yield in this test of 
power between the National Government and 
BANK DEBITS—13-Week Avge. legislatively pampered labor leaders. They are 
ied Mek Ote=tb......... > ance 6.76 6.68 6.86 3.92 beginning to see that the merit of demands by 
100 Other Cities—$b ............ Dec. 4 <4 9.01 7.93 5.57 | monopolistic organizations are of secondary im- 
portance compared with the methods adopted 
INCOME PAYMENTS—$b (cd) Sept. 14.26 13.48 13.42 8.11 | to enforce such demands. The issue simmers 
Sutestes & Weges (eé}.......... Sept. 9.11 9.00 8.71 5.56 | down to a question of whether any group should 
Interest & Dividends (cd)............ Sept. 1.43 0.55 1.38 0.55 | be permitted to use coercion to achieve selfish 
Farm Marketing Income (aq)... Sept. 2.02 2.19 1.86 1.21 | ends at the expense of everyone else in the 
Includ'g Govt. Payments (ag)....... Sept. 2.03 2.25 1.88 1.28 country. 
* * * 
CIVILIAN EMPLOYMENT (cb) m Oct. 57.4 57.4 51.6 52.6 
Agricultural Employment (cb)...... Oct. 8.5 8.7 8.9 8.9 Even the strikers lose more financially by pro- 
Employees, Manufacturing {Ib). Oct. 14.8 14.7 13.0 13.8 longed idleness than they gain through com- 
Employees. Government (Ib)..... Oct. 5.3 5.4 5.7 4.6 promises that could be effected without work 
UNEMPLOYMENT (cb) m Oct. 2.0 2.1 1.6 3.4 stoppages. Eleven weeks of idleness during the 
two coal strikes this year have cost the average 
FACTORY EMPLOYMENT (ib4) Oct. 147 147 128 147 miner $680 in lost wages. The welfare fund, 
Durable Goods Oct. 170 169 143 175 amounting to about $42 per worker, was about 
Non-Durable Goods ..............000..... Oct. 129 129 116 123 all the miners gained by the two-months’ strike 
FACTORY PAYROLLS (1b)4 Sept. 284 278 224 198 earlier in the year that could not have been 
won by negotiation. 
FACTORY HOURS & WAGES (ib) Cen cs 
OMEG TURBINE ocascccnscsacscavscessoosscoreess Sept. 40.3 40.5 41.4 40.3 
Hourly Wage (cents) ................0 Sept. 112.6 Wit 98.7 78.1 Wage increases won by union labor are paid 
Weekly Wage ($)...............:.:ee Sept. 45.41 44.98 40.87 31.79 ultimately, under the guise of resulting higher 
Living Costs, by the great majority of unor- 
PRICES—Wholesale (Ib2) Nov. 30 139.1 137.3 106.8 92.2 ganized workers whose incomes do not rise so 
RU OIRO Ds s5sce cps cass. cocnsnpy « cosssines Sept. 162.6 159.8 142.0 116.2 fast. Since 1939, the weekly earnings of miners 
have risen 107%. For clerical and professionai 
COST OF LIVING (Ib3) Oct. me 866 a9 ~~ ate g, PT ORRIN e loorenen ‘hes averaged enty 467. 
i eens: Oct. 180 174 139 113.1 * * &* 
Clothin Oct. 167 166. «148 113.8 
Rent oi Oct. 109 109 108 107.8 The moral of this seems to be: "Let's all 
join a union." Sorry; but it wouldn't work. If 
RETAIL TRADE $b all incomes rose at an equal rate, living costs 
Retail Store Sales (cd) Oct. 8.77 8.20 7.12 4.72 | would go up equally; so that our money would 
“AUREL SE ga ea Oct. 1.87 1.72 1.14 1.14 | buy no more than before. It would have to be 
Mon-Durable Goods ................... Oct. 6.90 6.48 5.98 3.58 | that way; because no amount of money will buy 
Dep't Store Sales (mrb) ...... ....... Oct. 0.82 0.76 0.61 0.40 | more than is produced for sale. 
Retail Sales Credit, End Mo. (rb2) Oct. 3.86 3.68 2.42 5.46 Sn” ik 
MANUFACTURERS’ If everyone could join a union, those who are 
New Orders (cd2)—Total ........ .... Sept. 228 212 166 181 now unorganized would gain a temporary ad- 
Durable Goods ............0...::.00. sss Sept. 255 232 121 221 | vantage by raising the purchasing power of their 
Non-Durable Goods * SA nei od ce we | average incomes to a level now enjoyed by 
——_ oe ae I: 2 Sept, 260 233 216 223 presently organized workers. After this there 
Non-Durable Goods oocscscsssncssn- Sept. 227 216 206 158 would be little advantage in belonging to a 
union. In fact there would be a positive dis- 
advantage in raising all incomes continually; 
BUSINESS se agege ee End Me. Sept. 32.3 31.3 27.0 26.7 for this would price America out of foreign 
a. Rants te Wear al eeden Sept. 189 a4 164 15.2 muitits nk a elt amino. 
6,050 lle anemaeamanmaas Sept. 5.0 48 39 46 eta 
Rotator’ Sept. 84 0B. as a 
Sept. 2.0 1.9 1.4 1.4 It is estimated that the Freight Rate In- 
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Production and Transportation 




































































Latest Previous Pre- 
Wk.or Wh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 
BUSINESS ACTIVITY—iI—pc Nov. 30 153.6 156.8 148.9 141.8 
(M4. We S.J lap... ececcecceseeee Nov. 30 168.0 171.4 161.1 146.5 | creases to become effective Jan. | will enable 
INDUSTRIAL PROD. (rb)—I—ap Oct. 182 180 162 174 Class | rails to show aggregate net income of 
Mining Oct. 144 145 124 133 about $1! billion next year. This will be some- 
Durable Goods, = ds ceastosiibabestves Oct. 214 212 186 215 what less than requested, but more than ex- 
Non-Durable Goods, Mf................. Oct. 169 164 154 141 ted 
. pected. 
CARLOADINGS—t—Total Nov. 30 661 807 804 833 * * * 
Manufactures & Miscellaneous... Nov. 30 356 407 362 379 
Mdse. L. C. L. Nov. 30 118 131 117 156 Life Insurance sales in October were only 
Grain Nov. 30 47 SI $9 43 47% ahead of the like period last year, com- 
ELEC. POWER Output (Kw.H.Jm |} Nov.30 4,448 4,765 4,043 + 3,267_—Ss | pared with a ten-months' increase of 54%. 
COAL, Prod. (st) Nov. 30 - is os sae Executives think the time is approaching when 
SOFT e m Ov. < e < lS . . 
Cumulative from Jan. Vcssucscenu- ms os Ue Ure lS. eee eee 
End Mo Oct. 55.1 52.4 48.0 61.8 | business. 
* - . 
PETROLEUM—(bbis.) m 
Ma a cesinicscaschinescess Nov. 30 4.8 4.8 4.4 4.1 
a wy Nov. 30 88 87 86 88 The Investment Bankers Association estimates 
Fuel Oil Stocks Nov. 30 59 60 & 94 that new Corporate Financing this year will 
Heating Oi Stocks Nov. 30 66 67 45 55 total only $7 billion, against $8 billion last year, 
LUMBER, Prod. (bd. f¢.) m Nov. 30 362 459 245 632 and that the amount may be somewhat lower 
Stocks, End. Mo. (bd. f.) b.......... Sept. 4.1 3.9 ES 12.6 next year. 
STEEL INGOT PROD. (st.) m Nov. 6.38 6.91 6.20 6.96 es ae 
Cumulative from Jan. J...........-.0.: Nov. 60.6 60.3 73.6 74.7 dias 
Cash Dividend Payments in the third quarter 
ENGINEERING CONSTRUCTION totaled $1 billi 14.5% ahead of last 
RDS in 105 94 illion—14.57% ahead of last year, 
AWA tend Sm me : he ? against a nine-months' increase of only 8.2%. 
Cumulative from Jan. 1..............0....- Dec. 5 4,953 4,847 2,135 5,692 
Proposed cut of 20% in individual Income 
MISCELLANEOUS é es 
Paperboard, New Orders (st)t...... Nov. 30 154 146 i72 165 Taxes next aa tiny as — berg 3% 
Pneumatic Tire Production—m........ Oct. 7.23 7.05 3.42 FIG | SES CRS NE SPS Re) EW Pace CSC Curae: saree 
Meat Production (Ibs.)b.................. Oct. 1.24 0.35 1.44 1.39 | the Government, and hence the public, more 
Sugar Stks.. End Mo. (st)t.............. Oct. 520 671 513 1,500 than $1 billion a year in expenditure for Sub- 
Whiskey, Dom. Sales (tax gals.) m.. By oan at a ae ities 
DG. StKss, EM Me eiicsccesscocssscesseeess ept. 





ag—Agriculture Dep't. b—Billions. cbh—Census Bureau. cd—Commerce Dep't. 
edlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. |—Seasonably adjusted Index. 
1935-9—100. Ib—Labor Bureau. |b2—Labor Bureau, 1926—100. Ib3—Labor Bureau, 1935-9—100. lb4—Leber Bureau, 1939—100. lt—Long 
tens, m—Millions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. np— 
Without compensation for population growth. po—Per capita basis. rb—Federal Reserve Board. 
ment and Charge accounts. st—Short tons. t—Thousands. tf—Treatury and Reconstruction Finance Corp. 


cd2—Commerce Dep't. Avge. Month #939—160, 


rb2—Federal Reserve Board, instal- 
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No of 1946 Indexes 
Issues (1925 Close—100) High Low Nov.30 Dec.7 
300 COMBINED AVERAGE .... 191.7 129.8 133.3 134.2 
4 Agricultural Implements .. 265.7 149.5 149.5b = 150.7 
Il Aircraft (1927 Cl—1!00).. 284.4 153.7 156.2 156.2 
6 Air Lines (1934 Cl—100) 1208.6 558.6 561.1 574.3 
5 Amusement  .....:...scsccseeeesees 218.6 143.7 148.3 147.4 
15 Automobile Accessories .. 336.2 181.0 191.5 190.2 
TT ee 62.2 33.5 34.3 34.4 
3 Baking (1926 Cl—100).... 26.0 20.2 22.9 24.0 
3 Business Machines. ............ 360.3 255.1 265.1 273.7 
2 Bus Lines (1926 Cl—100) 229.9 155.6 164.0 167.3 
MA CRMICMIS. 25550 c2c8licscsthosecccess 290.2 214.1 223.1 221.4 
2 Coal Mining 32.4 18.0 18.0a 18.4 
4 Communication _................ 99.7 51.6 52.9 52.7 
13 Construction _...............s00060 85.1 56.1 58.3 58.6 
TP CORUAINGES Foi icisccsecstalesctess 462.6 316.7 331.6 332.4 
8 Copper & Brass ................ 141.8 95.1 108.2 109.1 
DUE POGUES: cescccsesisassscsces 81.5 64.6 68.8 69.4 
5 Department Stores ............ 132.9 71.2 72.5 74.8 
5 Drugs & Toilet Articles ... 277.4 194.8 203.8 208.6 
2 Finance Companies. .......... 313.9 203.6 216.8 222.9 
FROG BANGS csicsiecsicicsscccis’s 236.4 177.2 178.4 181.2 
2iRGOd: Slates? sccscscsccsesiceescs 100.3 69.7 71.4 71.4 
SIRO a cssassissstatiascescecstios 125.8 775 81.6 78.8 
3 Gold Mining ............c. 1346.1 767.9 788.1 770.1 














(Nov. 14, 1936, Cl—100) High Low Nov.30 Dec.7 
100 HIGH PRICED STOCKS.. 112.55 80.46 82.55 83.52 
100 LOW PRICED STOCKS... 247.97 156.49 160.36 157.90 
6 Investment Trusts ............ 84.1 55.1 57.2 56.4 
3 Liquor (1927 Cl—100).... 1479.8 858.3 897.7 917.6 
ny eee 206.4 130.5 139.3 142.0 
er A CRO Boas: ceacctinccizaes sce 206.3 116.8 118.3 122.8 
3 Meat Packing «00.00... 132.7 92.4 97.0 97.9 
13 Metals, non-Ferrous ........ 299.7 176.3 184.0 184.0 
Se ARN oat ae dt So acetsazsc cc 44.0 32.7 36.7 37.1 
ZS PORCINE: «5. sccicicacescsetesccsascee 227.0 169.9 174.9 174.9 
20 Public Utilities 0.0... 165.5 111.5 117.7 121.4 
5 Radio (1927 Cl.—1!00).... 42.0 19.2 19.5 19.2¢ 
8 Railroad Equipment .......... 110.6 63.4 67.5 67.4 
Me AURORE occesciscsecesescessivverse 40.8 22.5 24.7 24.8 
CC | eee ae nea 56.7 26.0 27.6 26.0a 
BP SPOUT 5. ssceccesccccesncces. 178.8 102.1 106.0 104.8 
PAC SD ee 647.0 446.0 464.4 470.0 
2 Steel Se fra hose cscsncs cscs 149.3 106.9 110.8 110.1 
3 Sugar 889 62.1 644 646 
2 Sulphur .... 295.3 236.9 243.2 241.7 
3 Textiles 189.7 126.7 135.0 133.8 
3 Tires & Rubber .........0....... 51.9 35.3 36.1 36.0 
LG 2:0, se Se 99.6 76.6 79.2 79.1 
2 Variety Stores 399.3 299.4 308.3 315.3 
18 Unclass. (1945 Cl—100) 116.1 83.1 84.2 85.6 








New LOW since: a—1945; b—[944; c—1943. 
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Trend of Commodities 





Commodity futures, led by cotton, corn and wheat, 
rallied sharply following announcement of the freight rate 
increase and calling off of the coal strike. Spot prices were 
a trifle easier during the past fortnight, with abhal food 
prices off about 2%. Basic commodities have eased con- 
siderably from peaks reached following removal of ceilings. 
Burley tobacco is down 15%, hides 20/0 for example. At 
least a third of farm staples are now selling below "parity." 
Under the spur of continually rising wages, prices of non- 
farm products are likely to go on advancing for some 
months to come; but farm commodity prices have already 
passed their peaks. During the Saleesl between Oct. 19 
and Nov. 30 they dropped 6% to 7%, the while semi-manu- 
factured products advanced 11%. The Agriculture Depart- 


ment estimates that farm products prices during the fourth 
quarter will average 5% to 10%, wen peak levels. The 
new freight rates will add about a cent or two to grain 
prices at terminal markets. Box car shortage is also a 
strengthening factor. Flour millers pay a 3-cent premium 
for wheat delivered in box cars; since the same cars can 
then be used to ship out flour. Reopening of the coal mines 
strengthened cotton by removing the threat of textile mill 
shutdowns. The nation's cotton stocks are expected to 
dwindle by next Aug. | to 3,000,000 bales, smallest in 18 
years. Under the present ratio of corn to hog prices farm- 
ers are finding it much more profitable to market the grain 
in the form of hog flesh. Trading in black pepper futures 
has been resumed at New York. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODIES 
Spot Market Prices — August 1939, equal 100 


Date 2 Wk. | Mo. 3 Mo.6 Mo. 1 Yr. Dec. 6 
Dec.7 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities ...... 298.1 298.7 270.5 238.1 196.3 187.1 156.9 


Date 2 Wk. | Mo. 3 Mo.6 Mo. I Yr. Dec. 6 
Dec.7 Ago Ago Ago Ago Ago 1941 
7 Domestic Agricultural.... 312.2 315.5 298.6 289.3 253.1 233.1 163.9 






































11 Import Commodities .... 286.8 289.8 256.4 219.2 171.9 168.9 157.5 12 Foodstuffs ...................-.. 360.6 368.9 358.2 293.0 222.9 212.9 169.2 
47 Domestic Commodities.. 305.7 304.6 260.0 251.1 213.9 199.9 156.6 16 Raw Industrials .............. 258.2 254.7 218.9 203.5 178.3 169.6 148.2 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
Serer. oct. NOV. SEPT. ocT. NOV. 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, (941—85.0 
1946 1945 1944 1943 1941 1939 1938 1937 
High ........ 128.8 95.8 945 92.9 85.7 78.3 658 93.8 
BOWS ware 95.5 936 91.8 89.3 743 61.6 57.5 64.7 























Average 1924-26 equals 100 
1946 1945 1944 1943 1941 1939 1938 1937 


127.07 106.41 98.13 96.57 84.60 64.67 54.95 82.44 
Low ........ 104.21 93.90 92.44 88.45 5545 46.59 45.03 52.03 
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Fuel Industry in Transition 





(Continued from page 308) 


sions are under way. By early 
1948, large oil concerns expect to 
add some 6000 miles of pipeline 
as arteries from the fields to im- 
portant industrial centers in the 
Midwest and Pacific Coast. The 


tremendous outlays involved oc- 


} casion some surprise as the Fed- 
eral Power Commission restricts 


the investment return to 77%, but 
this fact has been weighed by 


i sponsors of the plans, naturally. 


Whether or not the investments 
pay out in the longer run appears 
to be a minor consideration com- 
pared with the presumptive ad- 
vantages to be gained by reduc- 


ing delivery costs in a highly com- 


petitive field. That pipeline car- 
riers generally employ a fairly 


‘low rate for depreciation also is 


a significant factor. Original in- 
vestments in pipelines have now 
exceeded a billion dollars, aside 
from large outlays for the pur- 
pose by the Government. 
Tremendous supplies of natur- 
al gas, a close ally of petroleum, 
provide competition for coal in 
such sections as are served by 
pipelines. But nearly half of the 
available natural gas is used for 
production of carbon black or, 
or for use in drilling and opera- 
ting the oil wells. At that, vast 


‘quantities formally considered a 


waste product are now used as 
commercial and household fuels, 
and at a price generally low 
enough to discourage vendors of 
coal. In sections of the Middle 
South, Midwest and on the Paci- 


‘fic Coast, natural gas has en- 
trenched itself pretty solidly, sell- 


ing for an average cost of about 
414 cents per thousand cubic feet 
at the wells. In heat units this 
means that the transmission com- 
panies are buying the equivalent 
of a barrel of oil for about 26 
cents, or about one fifth of nor- 
mal. This leaves a wide profit 
margin with which to absorb de- 
livery charges and to hold final 
prices down. Since the natural 
gas has several times the b.t.u. 
essential of gas derived from 
bituminous coal, the advantage is 
further compounded. 
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As previously pointed out, how- 
ever, it takes 25,000 cubic feet of 
natural gas to equal a ton of coal. 
Hence the investment outlay 
needed to pipe a sufficient supply 
in competition with coal would 
become astronomical before seri- 
ous inroads could be made in com- 
petition with the solid fuel. Ex- 
perts have already pointed out 
that when the Big Inch and Little 
Inch Pipelines, just leased to the 
Tennessee Gas and Transmission 
Co. by the Government, get to the 
point of delivering 250,000,000 
cubic feet of gas daily to the 
Eastern Seaboard, this would be 
the equivalent of only a few thou- 
sand tons of coal. As these pipe- 
lines cost some $140 million to 
construct, it rather strains the 
imagination to estimate how much 
money would have to be spent be- 
fore Texas gas could be piped on 
a really threatening scale against 
coal in the thickly populated 
North Eastern section of the 
country. 

All in all, history is likely to 
repeat itself during some years 
to come as to shifting demand for 
coal, oil and natural gas. That is to 
say that while the petroleum pro- 
ducts continue to expand in popu- 
larity in areas where they can be 
profitably delivered, demand for 
coal will probably remain more 
stable, or even decline somewhat. 
Right now, the sharp trend to- 
wards decentralization of indus- 
tries and the upsurge in manu- 
facturing activities is tending to 
minimize the factor of transpor- 
tation costs for fuels. Near the 
coal fields in the South is spring- 
ing up a host of new plants, and 
in the oil sections of the South- 
west and on the Pacific Coast 
similar moves are under way. In 
the long run, however, the almost 
unlimited supply of coal may 
swing the scales in its favor once 
more. Science has made such 
strides in recent years that it now 
appears definitely possible to 
completely gassify coal, in which 
event its bulk and heavy trans- 
portation charges will be elimin- 
ated or substantially eased. And 
equally significant is it that just 
around the corner will probably 
arrive a time when from coal gas 
processed right at the mine will 
emerge a flood of gasoline as well, 
to turn the tables upon possibly 
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NOTE—From time to time, inthis space, 
there will appear an advertisement which 
we hope will be of interest to our fellow 
Americans. This is number 151 of a 
serves. 
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Cheerio! 


By MARE MERIT 








We left our desk and joined the 
throng of holiday shoppers. Let those 
who want to, call it a “crowd.” We'll 
stick to “throng”. We’ve never seen 
anything quite like it before and even 
after reading the comments of some re- 
spected economists, who are cautiously 
mentioning the possibility of a coming 
recession, still we’re inclined to con- 
clude that “it won’t happen here.” Our 
eyes just won’t believe it. If coming 
events cast their shadows before them, 
we can see no such “shadows” , 
at least not this holiday season. 


And speaking of shopping, we visi- 
ted some retail package stores to see, 
first-hand, what they were offering. We 
never saw so many varied gift items 
on display! There is Rum—that roman- 
tie beverage from Puerto Rico; Cordials 
—having all the colors of the rainbow 
— Anisette, Curacao, Maraschino 
Liqueur, Kummel, Creme de Menthe and 
many, many others. And of course 
there is Vodka, becoming increasingly 
popular, because many Americans who 
first tried it to satisfy their curiosity, 
continued to use it because they found 
it to be a truly good drink. Vodka, you 
know, is a cosmopolitan beverage. 
You’ll find it in almost every city in 
the world—in Cairo and Shanghai; in 
Singapore and Istanbul; in Johannes- 
burg, South Africa; in New York... 
everywhere. 


Fine California wines, too, are really 
coming into their own, and make excel- 
lent gifts since the quality of Ameri- 
can wines has.finally been recognized 
beyond question by wine connoisseurs. 
And what a variety! Incomparable 
Sherry, Port and Muscatel for those 
who prefer the aperitif and dessert 
wines—and the lighter table wines such 
as Sauterne, Riesling, Claret and Bur- 
gundy. 


And we must not forget another gift 
suggestion—always acceptable — twin- 
bottles; Manhattan and Martini, ready- 
to-serve, professionally mixed cocktails 
—superb when served chilled. 





So there is no dearth of gift sug- 
gestions in the package stores. And 
while you may find shortages among 
your favorite brands of whiskey there 
seems to be an ample supply of other 
alcoholic beverages—specialty items— 
which the recipient will appreciate re- 
ceiving and enjoy drinking. 


Cheerio! 


FREE — 96-PAGE BOOK —Send a post- 
card or letter to MARK MERIT OF 
SCHENLEY DISTILLERS CORP., Dept. 15A, 
$50 Fifth Ave., N. Y. 1, and you will re- 
ceive a 96-page book containing reprints 
of earlier articles on various subjects. 
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hard pressed producers of petrol- 
eum. And let no one forget that 
about half the coal tars so essen- 
tial to the plastic industry already 
originate in the Nation’s coal 
mines, and that our coal exports 
are running at a rate of about 1 
million tons per month. 





Status of Industrial Groups 





(Continued from page 305) 


This rate was somewhat better 
than for 1945 when 39,000 cars 
were manufactured, but was lower 
than 1944 when production ex- 
ceeded 54,000 cars. Purchases of 
diesel locomotives also promise to 
run into substantial volume in 
coming years, partly as a result 
of unfortunate experiences result- 
from the two soft coal strikes. 
Some railroad managements con- 
template extensive use of diesels 
for switching purposes and atleast 
one railroad plans to complete a 
changeover from steam to diesel 
power by the middle of 1947. The 
Gulf, Mobile & Ohio estimates 
that economies from diesel opera- 
tions will counteract the rising 
wage costs and will permit sav- 
ings in maintenance changes. 
Manufacture of machinery in- 
cluding electrical products and 
machine tools is expected to com- 
pare favorably with 1946 volume. 
Output of farm machinery and 
automobile accessories is expected 
to improve substantially while 
electrical equipment companies 
are expected to maintain output 
at a relatively high rate but some 
smaller lines may be curtailed. 
Unless wage increases compel of- 
fice equipment manufacturers to 
raise prices, this segment of the 
industry should experience good 
volume in the coming year. 
Production of steel itself is ex- 
pected to show an increase of 12 
to 15 per cent in ingot output 
and an improvement of 18 to 20 
per cent in finished products. De- 
mand for copper, lead and zinc 
seems likely to continue unabated 
and a higher rate of production 
is indicated for the coming year 
as a result of recent price in- 
creases which have enabled pro- 
ducers to attract larger working 
forces. Scarcities of copper and 
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lead have contributed to handi- 
caps in production of building 
materials and automobile acces- 
sories. The outlook is regarded 
as promising for a recovery of 25 
per cent or more in the produc- 
tion rate in the non-ferrous 
group. 

In non-durable goods, produc- 
tion of chemicals is expected to 
compare favorably with 1946 
volume inasmuch as operations in 
this industry usually run slightly 
better than the general rate of 
business activity. The petroleum 
industry looks for output in the 
coming year to hold at about the 
same rate as 1946. Larger num- 
bers of new passenger cars are 
expected to come into use and 
judged by experience since V-J 
day, use of motor cars for busi- 
ness purposes is expected to hold 
at a level well above that prevail- 
ing before the war. Accordingly, 
demand for gasoline seems likely 
to remain high, perhaps even to 
show moderate improvement. 
Consumption of fuel is expected 
to be stimulated by more active 
conversion of heating plants from 
coal to oil or natural gas. 

In spite of adverse effects that 
the coal strikes may have had on 
customer relationships, it is esti- 
mated that production of bitumi- 
nous coal may not suffer severely 
in the next year. It is calculated 
that output may decline only 
about 10 per cent. Anthracite 
production also may be somewhat 
smaller than in the past year. 

Production of food products 
seems likely to show moderate de- 
cline in the coming year, although 
demand for meat and corn prod- 
ucts is expected to hold up better 
than other divisions. Output of 
sugar seems likely to run ahead of 
the 1946 volume and this should 
be helpful in increasing output 
of soft drinks and confectionery 
products. Milk, cheese and dairy 
products as well as poultry out- 
put may fall short of 1946 volume 
because of more abundant sup- 
plies of meat. Demand for baked 
goods and pastries as well as for 
cereals for livestock should slack- 
en moderately. In general, it is 
estimated that the decline in food 
products may range between 5 
and 10 per cent. 

The outlook for meat packing 






is favorable for a relatively high 
volume of output although there 
seems likely to be a moderate re- 
cession from the large sales that 
took place after removal of OPA 
controls. The meat business is 
governed primarily by the gen- 
eral industrial purchasing power, 
High wages mean good consumer 
demand for pork, beef, lamb, ete. 
and so long as employment is 
sustained at a high level, the meat 
packers look for rapid turnover 
of inventories. Meat by-products, 
such as leather and edible oils and 
fats, are governed to a consider- 
able extent by conversion of live- 
stock into food products. 

Paper and allied products in- 
cluding paperboard containers 
seem likely to continue in strong 
demand and production is expect- 
ed to hold up around record levels 
of recent years. Output of news- 
print and pulp has been limited 
only by labor conditions and it is 
improbable that production could 
be substantially increased. Price 
adjustments restoring more fa- 
vorable margins on wrapping 
paper and grocery bags may en- 
courage larger output of these 
particular products. The paper 
industry finds it difficult, however, 
to increase productive facilities 
and total volume for 1947 may be 
less than the current year. 

The industry having the least 
promising outlook in non-durable 
goods seems to be textiles where 
supplies again have become plen- 
tiful and inventories have shown 
a tendency to increase. The De- 
partment of Commerce inventory 
figure for August stood at 168.2 
compared with 115.7 a year 
earlier when supplies of textile 


civilian products were extremely} 


short. The increase in inventories 
over the previous year was almost 
as great as in the case of automo- 
biles and in the latter instance, of 
course, inventories a year ago 
were non-existent. 

In durable goods, the least 
promising outlook apparently is 
for shipbuilding. Production in 
this division has declined sharply 
since the end of the war and was 
relatively small last year. Pro- 
duction. of aircraft also seems 
liekly to show a further reduction 
in the coming year. Purchases 
for airlines have been substantial 
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this year and some cancellations 
already have been observed. In- 
dications point to a_ smaller 
volume of new orders in 1947. 

Prospects point to a moderate 
decline in farm products. Demand 
for exports is expected to recede 
and the general price level for 
commodities has shown indications 
of declining. The Department of 
Agriculture recently estimated 
that farm income next year might 
show a decline of 10 to 15 per 
cent. The reduction of actual 
tonnage next year probably 
would be smaller than the decline 
in dollar valuation. 





For Profit and Income 





(Continued from page 319) 


high as 5% in some cases. Yes, 
this column remains bullish on 
good oils. Maybe the bear market 
can drag them down even more 
before we are done with it, but 
they certainly seem to offer 
sound values right now. 


Speculation 

A low-priced speculation which 
has been under accumulation by 
usually shrewd buyers is Central 
Foundry, maker of soil pipe and 
related plumbers items. The com- 
pany, successor through a 1936 
reorganization to the old Univer- 
sal Pipe & Radiator, has a poor 
back record. Indeed, “poor” is 
not a strong enough word. But it 
appears that the record now 
means nothing. Central Foundry 
has developed a new, patented 
machine for centrifugal casting 
of soil pipe which is claimed to 
reduce labor cost (the biggest 
item) by some two-thirds. With 
an edge on costs, plus royalty in- 
come on the machines, it might 
have its field by the tail. Potential 
earnings—with a good start 
thereon in 1947—are put at $4 
or more a share, against practical- 
ly nothing now. The stock’s range 
this year has been 1734-814 and 
it is currently around 1034. This 
is quite a special situation, a pat- 
ent situation—and they have been 
known to go sour for unforeseeable 
reasons. Yet if this one is what it 
appears to be, there ought to be 
plenty of profit in it over a peri- 
od of time. 


4 


DECEMBER 21, 1946 





Earnings 

Even allowing for some general 
business recession next year, with 
total company profits probably 
somewhat under those of 1946— 
and well under the present very 
high quarterly rate — industries 
practically certain of better earn- 
ings than in 1946 include auto- 
mobiles and accessories, building, 
electrical equipment, railroads 
and rail equipments, oils and na- 
tural gas. Chemicals might be in 
the list. Steels and electric utili- 
ties should about equal 1946. De- 
clines will center mainly in soft 
goods lines such as retail trade, 
liquor and textiles. Whether the 
market is ready to be sharply 
discriminating is not yet evident. 
It should become so in time. 


Repeat 


Retail trade stocks have for 
some time acted worse than the in- 
dustrial average and, with few ex- 
ceptions, have not rallied at all 
impressively. So if there is to be 
some extension of the bear market 
within the first half of 1947, the 
writer would not be surprised to 
see trade stocks prominent among 
those making new lows. If so, 
watch for a chance to pick up 
some Bond Stores. We repeat 
that this chain is an exceptional 
growth situation. 


Yield 


Indianapolis Power & Light, a 
good operating utility, has boost- 
ed its regular rate to a $1.40 a 
year basis, from previous $1.20, 
and paid 10 cents extra. Earn- 
ings are around $3 a share, the 
stock around 2714. High for 
the year 36, low 23). The yield 
on the indicated new regular di- 
vidend is 5.1%, not counting 
another extra next year or pos- 
sible shift to a regular $1.50 
basis. As high as $1.60 was paid 
in some prewar years when earn- 
ings were lower than they are 
now. This strikes us as a good 
semi-conservative investment for 
income, with moderate longer- 
term potentialities for capital 
gain. Return to the bull-market 
high of 36, or a yield basis of 
about 4% on the present divi- 
dend, would be a gain of better 
than 30%. 





How Stock Groups Acted 
In 1946 





(Continued from page 310) 


troublesome earlier in the year, 
relief from excess profits taxes 
proved to widen profit margins 
as an offset. Hence expanding 
volume has produced favorable 
profits on a scale which promises 
to continue as long as the nation- 
al income remains at a high level. 

Going to the other extremes, we 
find airlines registering the larg- 
est net decline in shares prices, 
with a slump of 53% from the 
first of the year. This showing 
carries added significance because 
during 1945 airlines shares in 
our group registered a gain of 
about 105%, or nearly twice that 
of the 300 stock average. As is 
well known, potentials for this in- 
dustry after VJ Day were all on 
the bright side, but as sometimes 
happens, investors could not fore- 
see the impact upon earnings 
soon to become realistic through 
the burden of a sizable expansion 
program. In preparation for the 
tremendous volume of passenger 
and freight traffic just around the 
corner, and prior to delivery of 
new fleets of expensive planes, 
both overhead and wage costs 
soared faster than revenues, with 
inevitable damage to net earnings. 
Large prospective capital needs 
now dim dividend prospects also. 
While in the longer term the in- 
dustry should settle down to high- 
ly profitable operations, the out- 
look is not sufficiently clear to 
stimulate speculative fervor as 
formerly. All of which shows how 
rapidly and extensively the shares 
of an industry group can reflect 
variations in fundamentals, with- 
out much regard for outstanding 
company exceptions. 

Imminence of greatly height- 
ened competition undoubtedly ac- 
counts for the drop of the radio 
group into second low place for 
1946, based on percentage of 
share price declines. As far back 
as last year analysts of this in- 
dustry pointed out that despite 
war-bred improvements in radio 
sets and an immense accumula- 
tion of civilian demand, capacity 
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of the industry had increased so 
rapidly that, sooner than many 
might think, production might 
soon catch up with orders. Hence 
a decline in share prices for the 
group of 51% should occasion 
no great surprise. Fact is that 
despite shortage of parts and 
material, radio output by the 
middle of the current summer had 
already reached a level substanti- 
ally above 1941 and during the 
last half has increased still fur- 
ther. Thus while earnings of the 
industry have been expanded dur- 
ing the year and may not reach 
their peak until 1947, the advent 
of heavy competition has raised 
warranted doubts as to the per- 
manency of the advantage now 
enjoyed. Prices for radios already 
show signs of a downtrend. 

One interesting group which has 
followed the 300 stock average al- 
most exactly in its 1946 down- 
trend is the liquor industry, al- 
though this division includes only 
three concerns in our tally. In 
1945 the liquor group led all 
others with a spectacular gain of 
approximately 186% in the 
prices for its shares. As matters 
now stand for 1946, a decline of 
20% just equals that of the over- 
all average. From our corner this 
looks as if the optimism re- 
flected in the previous year had 
lost: little of its vigor in the ap- 
praisal by investors, although 
share prices had adequately dis- 
counted future potentials. Be- 
yond doubt the producers of both 
liquors and malt beverages con- 
tinue to do exceedingly well for 
themselves and their medium term 
prospects remain favorable on the 
whole. But that fact alone has not 
immunized the prices for their 
shares from general market in- 
fluences. 


Behavior of the prices for the 
two metal groups in establishing 
only moderate declines for the 
year and compared with the 
broad average deserves some com- 
ment. Producers of iron, steel, 
copper and brass products, while 
sweating under the combined im- 
pact of major strikes and Fed- 
erally imposed handicaps during 
1946, are after all key spots in 
the economy. Sooner or later, if 
the promised boom is to become 


332 





realistic, these special branches 
of industry must prosper on a 
broad scale. As all economic fac- 
tors point to assurance of large 
volume and satisfactory profits 
within a reasonable time, investors 
have refused to part with shares 
held in this industry just because 
of technical eccentricities in the 
general market. Hope that most 
difficulties experienced in 1946 
will prove transient only, plus 
confidence in a near term restora- 
tion of these durable goods indus- 
tries to normal functioning has 
held liquidation of their shares to 
minimum proportions apparent- 
ly. Hence the copper and brass 
group has come through this un- 
settled year with a price decline 
of 3% and the steel group with 
only 8%, although the miners of 
non-ferrous metals were less for- 
tunate: this group showed a price 
decline of 22%. 

That the rails and rail equip- 
ments have dipped percentage 
wise rather faster than the total 
groups has been caused quite ob- 
viously by the severe declines in 
earnings endured by the railroads 
during the current year, and 
obscurity over benefits which 
might come from the recently an- 
nounced rate boosts. Until this 
matter had been settled many of 
the roads were unwilling to place 
orders for sadly needed equipment, 
thus checking optimism over pro- 
ducers of rolling stock. True, 
backlog orders of the equipment 
makers have continued to mount 
impressively, reaching record 
peacetime proportions in more 
than one case, but strikes and 
shortages cut heavily into earn- 
ings during much of 1946, with 
consequent adverse effect upon 
their share prices. 


As might be expected, indus- 
tries with a lower wage ratio gen- 
erally proved more resistant to 
price declines for their shares 
than those highly dependent upon 
labor in their operations. Thus 
chemicals, public utilities, tobacco 
and foods showed up relatively 
well compared with automobiles, 
machinery and aircraft. But these 
generalities must not be accepted 
conclusively, for only by thorough 
analysis of each industry and its 
components can the story unfold. 





How 17.6% Rate Boost 
Benefits Individual 
Railroads 
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tax credit will permit substitution 
of a net profit in place of sizable 
losses. Southern Pacific’s case is 
probably the most outstanding 
one. ‘T’o a lesser extent, the Great 
Northern, Illinois Central and 
Southern Railway will be able to 
improve their net earnings by tax 
credits. In the case of Pennsy]l- 
vania and New York Central, 
rather sizable net losses will be 
curtailed to fairly modest propor- 
tions. 

In comparing estimated 1946 
results with estimated net for 
1947, it would be best to use the 
1946 net before tax credits in 
order to gauge the full signifi- 
cance of the freight rate increase 
on common share earnings of the 
fifteen companies represented in 
the table. This is desirable inas- 
much as tax credits will be prac- 
tically absent in 1947 as an earn- 
ings factor, except in the case 
where net losses are sustained. We 
call the reader’s attention to the 
fact that the 1947 estimates have 
not been adjusted. The estimates 
represent net based on the rail- 
road’s petition for an average rate 
increase of 19.6%, whereas the 
Interstate Commerce Commission 


granted an average rate increase | 


of 17.6%. No change was made 
in the estimates on our part be- 
cause we felt that they were on 
the conservative side, and to have 


adjusted them would have been f 


unwise and unjustifiable from 
many standpoints, including what 
might have constituted a proper 
method for the adjustment. 

In comparing the 1946 and 
1947 estimates, it should be ap- 
preciated that the factor of lever- 
age in the case of individual roads 
was important in bringing about 
a proportionately larger per- 
centage gain in per share earn- 
ings as a result of the freight 
rate increase. For example, Balti- 
more & Ohio is expected to re- 
place its 1946 deficit of $6.89 
per share with a net profit of 
$2.07 in 1947. In Pennsylvania’s 
case, the net gain of $32,333,000 
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in operating gross (net of $92,- 
856,000 increased freight receipts 
and $60,253,000 decline in pas- 
senger business) is expected to 
reduce the 1946 net loss to the 
extent of $1.85 per share on the 
13,167,754 shares of outstanding 
stock. The Reading, with a net 
gain of $12,097,000 in operating 
revenues is expected to eliminate 
the $0.48 per share deficit for 


| 1946 and replace it with a net 


profit of $3.76 per share, a net 
improvement of $4.24 on the 
1,399,782 shares of. stock out- 
standing. All of the roads are ex- 
pected to improve their earnings 
in 1947, with the sole exception 
of The Atchison, Topeka & Santa 
Fe. That company’s estimated 
1947 net was lower primarily be- 
cause of an estimated (by the 
company) lower volume of freight 


‘and smaller passenger receipts. 


The combination was expected to 
more than wipe out the gains in 
gross that would result from the 
freight rate increase. 

Though the 1947 company 
estimates may be accepted as an 
results may 
obtain next year, there are too 
many unpredictables in the rail- 
road picture to take the estimates 


_ at face value. For one thing, the 


estimates are unquestionably on 
the conservative side. Another 
factor that should be considered 
is that operating costs in 1947 


will in all probability be smaller 


than in 1946 due to a better con- 
trol of costs, reduced equipment 
maintenance as a result of sub- 
stantial acquisitions of new roll- 
Ing stock, acquisition of more ef- 
ficient motive power for units 
now in operation, and probable 
curtailment of the high level of 
roadway maintenance in effect 
during recent past years when it 
was possible to offset these ex- 
penditures with smaller taxes. 
From the standpoint of operat- 
Ing efficiency, 1947 should prove 
a more satisfactory year than in 
1946. Unless the nation again 
suffers the tidal wave of strikes, 
in the coal, steel, automobile, 
maritime and other industries 
that marked 1946 as the out- 
standing year of labor troubles, 
the railroads can definitely count 
on a higher volume of freight 
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Not a New Issue 


Blyth & Co., Inc. 
Goldman, Sachs & Co. 
Kidder, Peabody & Co. 





This is under no circumstances to be construed as an offering of these securities for sale, or as 
an offer to buy, or as a solicitation of an offer to buy, any of such securities. 
The offer is made only by means of the Prospectus. 


399,860: Shares 


Gulf Oil Corporation 
Capital Stock 


(Par Value $25) 


Price $63 per share 


Copies of the Prospectus may be obtained from any of the several 
underwriters listed in the Prospectus, including the undersigned, only 
in States in which such underwriters are qualified to act as dealers in 
securities and in which such Prospectus may legally be distributed. 


The First Boston Corporation 
Clark, Dodge & Co. 
Harriman Ripley & Co. 
Incorporated 


Merrill Lynch, Pierce, Fenner & Beane 


Stone & Webster Securities Corporation 


December 9, 1946 


Eastman, Dillon & Co. 


Hemphill, Noyes & Co. 


Union Securities Corporation 























tonnage in 1947. The deficiencies 
in coal, steel, iron, building mate- 
rails, automobiles and other prod- 
ucts are great. To make them up, 
especially after the interruptions 
of 1946, should mean a rising vol- 
ume of freight tonnage next year. 





Record Consumer Record 





(Continued from page 312) 


resented by 5.3% of national in- 
come. Indications are that the 
rising trend has since been accel- 
erated by the easing of credit 
restrictions and by a record-break- 
ing volume of Christmas trade. 
In much of the discussion of 
this rapid expansion since the war 
in consumer credit, heading the 
total toward new high levels, 
there is criticism of instalment 
selling which completely overlooks 
the point that instalment credit is 
little over half the 1941 peak, 
whereas the other major types of 
consumer credit are already above 
that peak. This is true of credits 
in the form of single payment 
loans, charge accounts, and serv- 





ice credits, as may be seen from 
the table giving figures to Sep- 
tember 30, 1946, the latest date 
for which details are available. 

There is an almost constant re- 
lation between consumer income 
and trade. An extensive study by 
the Department of Commerce for 
the period 1922-41 indicated that 
“sales and income for each year 
fall very closely about a well-de- 
fined straight line representing 
the sales-income relationship. On 
the basis of the experience cov- 
ered by the 20-year period, an in- 
crease of 10% in disposable in- 
come of individuals was accom- 
panied by an increase of about 
12% in retail sales.” There was 
some modification, however, of 
this pattern during the war years. 

An examination in more detail 
of the total instalment credit 
shown in the preceding table re- 
veals a significant shift away from 
instalment sales credit to instal- 
ment loans. The former had re- 
covered by September 1946 to 
less than one-third its 1941 level, 
whereas the latter had already 
recovered practically all of its 
wartime liquidation. 
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Whati Ahead for 


STOCKS 


in 1947? 


Which issues most undervalued? 
Will prices rebound to new highs? 
What outlook for Rails, Utilities? 


NITED’S Annual Forecast, just 

issued, answers these and other 
questions of vital importance to busi- 
nessmen and investors. This consensus 
of the country's leading authorities on 
Stocks, Bonds, General Business, Retail 
Trade, Corporate Earnings, Inflation, and 
Money Rates, is a valuable guide to 
profits in the New Year. Also — 


20 Outstanding Stocks 
Includes 10 ‘‘Quality Growth” issues for 


income and appreciation; also 10 under- 
valued stocks in the low and medium- 
priced field for maximum appreciation. 


Yours with Months Trial” 
Test the profit-making features of UNITED 
SERVICE. We will send to new readers 
the Annual Forecast with 20 Outstanding 


Stocks for 1947; and weekly UNITED 
SERVICE for one full month for only $1. 


Send $1 for Bulletin MW-69 
UNITED BUSINESS SERVICE 


210 Newbury St. . r: Boston 6, Mass. 











Investors— 


SAVE TIME AND MONEY 


by using 
THE HANDY RECORD BOOK 
for Investors and Traders 


ONLY $1 enables = to keep your 
financial facts up to date this easy, mod- 
ern way. THE HANDY RECORD 
BOOK saves you time and money by 
showing at a glance your holdings and 
their cost, transfer taxes pit. net long- 
and short-term gains and ees... im 
valuable for income tax purposes. 
Send $1 for your copy teday 


HANDY REC@RD BOOK CO. 








656 Broadway, New York 12, N. Y. 
(Or at Leading Stationers) 











There are two main reasons for 
this shift: first, the delay, due to 
strikes and reconversion problems, 
in automobiles and other durable 
goods becoming available; and 
second, the increased competition 
by banks and other lenders for a 
share of this lucrative business, 
handled prior to the war largely 
by a comparatively small group 
of sales finance companies. Now 
perhaps 11,000 commercial banks 
—four out of every five—are ac- 
tively soliciting instalment loans 
and offering interest rates far be- 
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low those formerly charged for 
this type of credit. 

Removal of controls on instal- 
ment sales of many types of goods 
(with the important exceptions 
noted of automobiles and other 
durables) is expected to cause 
some shift from the charge ac- 
count to the instalment method of 
selling. Moreover, an increasing 
supply of the goods ordinarily 
sold on instalment should—bar- 
ring protracted strikes—become 
available in 1947. This may mean 
a slackening in sales of “soft 
goods,” luxuries, liquor, etc. 

Department stores before the 
war handled about 20% of their 
total sales on credit, while higher- 
priced specialty stores, also fur- 
niture stores, handled up to 75% 
on credit. During the war there 
was a substantial shift from 
credit to cash buying, but this 
has now been reversed and the 
current trend is toward the pre- 
war ratios. Greater use of credit 
definitely stimulates sales and in- 
creases volume, thus improving 
earnings—provided the bills are 
paid in due course. 

Merchants and bankers are 
naturally concerned over the 
prospects for a still larger ex- 
pansion of consumer credit in 
1947, because of the dangerous 
consequences if there should be a 
recession in business and in in- 
come payments to individuals. In 
that event, millions of consumers 
might have difficulty, in the face 
of high living expenses, in meet- 
ing their commitments on instal- 
ment credits, charge acounts, per- 
sonal loans, and other financal 
charges. This would be particu- 
larly true in the case of home 
owners who have purchased prop- 
erties at high prices and assumed 
heavy interest and amortization 
charges. 

Nevertheless, the fact that a 
business recession would bring a 
severe test of consumer credit has 
been fairly obvious for a long 
time, so that merchants and lend- 
ing agencies have exercised in- 
creasing care in the granting of 
credits. Banks and mortgage 
companies have adhered to gen- 
erally conservative policies on 
real estate loans, turning down 
large numbers of applications be- 
cause of considering the loans ex- 


cessive relative to the fair value 
of the property or the borrowers’ 
ability to repay. In their instal- 
ment loans also, the banks are 
aware of the possible losses in the 
event that they should have wide- 
spread defaults and be forced to 
repossess automobiles, appliances, 
etc. 

Instalment selling, when prop- 
erly supervised, has proven it- 
self a valuable part of the eco- 
nomic life of this country. It aids 
business in achieving a wider dis- 
tribution of its products, and aids 
the public in acquiring the owner- 
ship of houses, automobiles, and 
other goods of high and perma- 
nent value that could never be 
purchased if the full price had to 
be saved up and paid in advance. 

Without attempting to see 
through all the uncertainties that 
cloud the outlook for 1947, the 
prime need at the present time is 
simply that these retail credits be 
kept on a sound business basis, 
regardless of relaxed government 
restrictions and regardless of the 
immediate effects upon sales vol- 
ume. 

COMPARISON OF CONSUMER 
CREDIT OUTSTANDING 
WITH TOTAL NA- 
TIONAL INCOME 
(In Billions of DoWars) 


Consumer Wational 
Year Credit Income Per Cent 
1929 $ 7.6 $83.3 9.1 
1930 6.8 68.9 9.9 
1931 5.5 54.5 10.1 
19382 4.1 40.0 10.3 
1933 3.9 42.3 9.2 
1934 44 495 8.9 
1935 5.4 55.7 9.7 
1936 6.8 64.9 10.5 
1937 7.5 71.5 10.5 
1338 7.0 64.2 10.9 
1939 8.0 70.8 11.8 
1940 9.2 77.6 11.8 
1941 9.9 96.9 10.2 
1942 6.5 122.2 5.3 
1943 5.3 149.4 8.5 
1944 5.8 160.7 3.6 
1945 5.6 Aug. 81 161.0 3.5 
1945 6.7 Dee. 81 161.0 4.2 
1946 8.7 Oct. 31 165.0* 5.3 





* Estimated 





Investment Yardsticks 
for 1947 





(Continued from page 295) 


manner of criticisms and claims, 
especially by leftist groups. 

The first fact to be recognized 
is that no one knows, at this point, 
what 1947 earnings will be, de- 
spite the CIO’s extreme forecast 
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of $15.5 billion before taxes and 
$7.8 billions after taxes. The fact 
of the matter is that there are 
still too many imponderables and 
unknowns to warrant any close 
estimate. For one thing, the vol- 
ume of 1947 production, or sales 
volume itself is not known, since 
opinions are divided between re- 
cession on the one hand and 
strong recovery on the other. 
Then, we have yet to see how 
rofits will be affected by the ris- 
ing break-even point of industry, 
the changing cost basis, new wage 
structures, the rise in selling 
costs due to a return to compet- 
itive selling, etc. About the only 
thing we know for certain is the 
rate (not the dollar amount) of 
corporate taxes, although even 
this might be changed before the 
end of next year. 

Actually, not even 1946 earn- 
ings are yet determined, although 
this has been privately estimated 
at possibly $11 billion before and 
about $7 billion after taxes, com- 
pared with corresponding figures 
of $18 billion and $6.8 billion for 
1945. The better showing for net 
after taxes reflects, of course, the 
elimination of the excess profits 
tax at the close of 1945. The ac- 
companying table shows how 
these earnings compare with those 
of the past 18 years. 


A much more meaningful mea- 
sure than the total amount of cor- 
porate earnings is the probable 
breakdown of these profits. Here, 
indeed, is the crux of the problem. 
Just what proportion is the in- 
vestor likely to receive out of the 
corporate dollar? On this ques- 
tion, the accompanying chart 
brings out some interesting rela- 
tionships in comparing the break- 
down of the corporate dollar for 
certain important years: 1929, the 
peak of the post-World War I re- 
covery cycle; 1939, the last “pre- 

war” year; 1944, the peak of 
World War II production; and 
1946, the first full year of post- 
World War II transition. Al- 
though figures for the latter year 
are estimates, they seem valid in 
every respect, and what is most 
important, their proportions ap- 
pear logical. 


It is seen that labor’s share of 


the corporate dollar has risen by 


roughly 50% since 1929—from 
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The directors have declared 
a regular quarterly divi- 
dend of 50c a share and a 
special dividend of $1.50 a 


December 3, 1946. 








Keatrice Foods Co. 


DIVIDEND NOTICE 





share on the common stock. 
both payable January 2, 
1947, to shareholders of 
record December 16, 1946. 


C. H. Haskell, President 




















about 20% in that year to nearly 
30% in 1946—while net before 
taxes has declined slightly, from 
about 5.1% to 4.9%. But the 
really significant point is that net 
after taxes has actually declined, 
percentagewise, since 1929, from 
4.5% to 3.1%. This is the core 
of the sveliline, for it is out of 
earnings after taxes that stock- 
holders’ participation is taken. 

Making a few further compar- 
isons among these _ significant 
years, it is to be noted that 1944 
proportions are distorted by the 
unusual conditions of that year: 
the ratios of wages, taxes, and 
profits were all abnormally large. 
As between 1929 and 1939, it is 
interesting to note that the pro- 
portions of wages, and taxes had 
already started to rise in the ten- 
year period represented, while the 
ratio of earnings, both before and 
after taxes had declined. 

Looking ahead to 1947, certain 
minor changes in these propor- 
tions can be anticipated. Federal 
taxes should remain at the same 
rates as in 1946, and may even 
be reduced slightly later in the 
year. However, over-all industrial 
costs may reflect a still further 
rise in labor’s share of the cor- 
porate dollar, and higher material 
costs. And with a return to more 
competitive markets, selling costs 
may show some increase. Thus, 
the proportion of corporate earn- 
ings after taxes may be about the 
same, or even a shade less than ia 
1946, and may approximate the 
proportion percentage return 
realized in 1939, the last “pre- 
war” year. But how this will 


affect the dollar total of indus- 
trial earnings will depend on how 
great a volume industry can yet 
produce next year. 

















THE TEXAS COMPANY 


vis 


A dividend of 50¢ per share or two per 
cent on par value, and an extra dividend 
of $1.00 per share or four per cent on par 
value, was declared November 22, 1946 
on the shares of The Texas Company, 
both payable on January 2, 1947, to stock- 
holders of record as shown by the books 
of the company at the close of business on 
December 6, 1946. The stock transfer 
books will remain open. “i 
L. H. LINDEMAN 
Treasurer 








177th Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 

















LOEW’S INCORPORATED 


“THEATRES EVERYWHERE” 
December 6, 1946 


THE Board of Directors on December 
Sth, 1946 declared a quarterly dividend 
of 3744c per share on the outstanding 
Common Stock of the Company, payable 
on the 31st day of December, 1946 to 
stockholders of record at the close of busi- 
ness on the 13th day of December, 1946. 
Checks will be mailed. 

CHARL ES C. MOSKOWITZ, 


Vice President & Treasurer 











Allied Chemical & Dye Corporation 
61 Broadway, New York 


December 6, 1946 
Allied Chemical & Dye Corporation 
has declared a special dividend of Two 
Dollars ($2.00) per share on the Com- 
mon Stock of the Company, payable 
December 27, 1946, to common stock- 
holders of record at the close of busi- 
ness December 16, 1946. 
W. C. KING, Secretary 








Martin-Parry Corporation 
DIVIDEND NOTICE 


The Board of Directors has declared a 

dividend of fifteen cents (15c) on the 

Capital Stock of the Corporation, payable 

January 6, 1947, to stockholders of record 

at the close of business December 20, 1946. 
T. Russ Hill, President 








Are you interested in Canadian 
industrial or mining stocks? 


For investment advice 
write 


THE EDWARD STOCK TRADER 


Post Office Box 51 TORONTO 
Terminal A CANADA 























Happening in Washington 





(Continued from page 300) 


the open next month and weaken 
the capacity of their senate chiefs 
to exert legislative influence. 
Some of the junior members, in- 
cluding a few who are coming to 
Washington for the first time, 
charge the “hierarchy” with gob- 
bling up major appointments. 
Senator Wallace White of Maine, 
for example, plans to be minority 
leader and chairman of the Inter- 
state Commerce Committee ; Sena- 
tor Robert A. Taft of Ohio, wants 
to be chairman of the Steering 
Committee and of either Labor or 
Finance Committee; Senator Ar- 
thur H. Vandenberg of Michigan, 
is slated for president pro tem, 
and Foreign Relations Commit- 
tee chairman. 





Our Second Industrial 
Revolution 





(Continued from page 297) 
1943; and (3) book values on war 


plants built or acquired are much 
below the real values of the physi- 
cal properties, because of the 
100% amortization permitted and 
because of advantageous pur- 
chases from the Government. 
EXPANSION OF ALL MANUFACTURING 
CORPORATIONS 


(In Millions of Dollars) 
Years Ended Dec. 31 








Income Account* 1939 1943 
Sales & other receipts..... $57,939 $145,941 
Net income before taxes.. 3,213 16,281 
Federal inc. & e.p. taxes... 634 10, 543 
Net income after taxes ... - 2,579 5,738 
Dividends paid .......... 1,843 2,318 
Assets 
ASRS es eee: 4,570 11,752 
Government securities .... 1,157 9,152 
Receivables, met .......50. 7,427 15,010 
a eR 10,993 19,155 
Total current assets .... 24,147 55,069 
EO ee ere 1,955 1,764 
Other capital assets ...... 39,619 49,850 
NT EC ROS | 41,574 «51,614 
ee ee ee 18,513 24,577 
Net capital assets ...... ~~ 23,060 27,037 
Other investments ........ 8,350 9,348 
SURE BOSC c.5 6 kino5 seo 1,182 3,313 
ea ae " "56,739 ‘ 04,768 
Liabilities 
Accounts Se ee EE 4,830 9,342 
Notes Payable ..cccsccere 2,166 3,198 
Other liabilities .......... 2,049 14,967 
Total current liab. ..... — 9,045 , 27,507 
Bonds & mortgages ....... 5,255 6,573 
Capital & surplus ......... 42,439 60,688 
Total liabilities ......... ee 739 ' 94,768 
Working Capital 
Net current assets ....+.ee 15,102 27,562 
"Pi nent Patio” .ccccccses 6.34 2.00 


* Excluding intercorporate dividends. 
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Studies of postwar problems by 
the Committee for Economic De- 
velopment, as well as other groups, 
have indicated that a much larger 
volume of business than that be- 
fore the war will be needed to give 
full employment and maintain 
sound financial and economic con- 
ditions in this country. The 
C.E.D. estimated in July, 1944, 
that new war facilities in the 
manufacturing and mining indus- 
tries up to that time totaled about 
$15 billion publicly financed and 
$4 billion privately financed. 


An exact measure of the in- 
crease in plant and equipment, 
however, even if it could be de- 
termined, is far less important 
than the rates at which this ca- 
pacity is likely to be operated in 
the future. Here the problem 
branches out into the dozens of 
major and minor industries where 
generalization is, as stated before, 
of doubtful value. In any eco- 


pomic appraisal of new or com-. 


petitive products (including ven- 
tures into unfamiliar industries) 
it is essential to analyze their tech- 
nical soundness, and their inter- 
relationship with other products 
—whether sources of raw materi- 
al or end-use products. 


As an illustration, several large 
oil and natural gas companies, in 
addition to producing the com- 
ponents for synthetic rubber, are 
building plants to use new proc- 
esses for the production from gas 
of gasoline and diese] fuels, ethyl 
and other alcohols, acetic acid, 
solvents, and other derivatives 
used as raw materials or inter- 
mediates. They are also produc- 
ing from the same source a 
rapidly increasing quantity of 
detergents (soaps). Some of the 
large chemical and soap com- 
panies are also moving into the 
production of synthetic detergents 
which, predicted on good author- 
ity, may soon prov ide 2 25% of all 
detergents. Despite the aioe in- 
crease in productive capacity al- 
ready completed or in course of 
construction, the end is not in 
sight. 

In the plastics field, manufac- 
turers have developed many new 
or improved plastics, the quantity 
production of which has been held 
back only by the shortage of res- 
ins. Despite the great develop- 
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ment of the industry, mostly dur. 
ing the war, the older plastics 
such as bakelite and celluloid and 
casein products are said to be 
holding their own, because of new 
applications. 

Synthetic ammonia is an in- 
portant chemical that before the 
war was about 90% in the hands 
of two large checinsl companies, 
but the government plants built 
to meet the huge demands for 
making explosives are now being 
sold or leased to other companies, 
This will lower the capacity of 
the two major producers to 60% 
of the total, and bring about 
keener competition in fertilizers, 
methanol, and other ammonia de- 
rivatives. 

Atomic energy is another de- 
velopment whose almost limitless 
possibilities might dwarf even the 
swift changes as illustrated above, 
typical of what is going on in a 
host of industries. All such devel- 
opments show the imperative need 
for broadening markets and low- 
ering costs if the greatly enlarged 
capacity is to be operated profit- 
able. Unless this be done, earn- 
ings per share either in 1939 or 
1946 will have little significance. 

To succeed in this new era 
based upon high volume, Amer- 
ican business will need not only 
big companies, big inventories, 
and big capital, but also big ideas. 
There will be a constant challenge 
to lower costs. Wages and prices 
must be kept in reasonable bal- 
ance. There must be peaceful co- 
operation with labor for uninter- 
rupted operation and increased 
productivity, if we are to enjoy 
full employment and the tremend- 
ous production and consumption 
of goods and services called “‘pros- 
perity”. 

Old markets must be regained 
and new markets dev eloped. Some 
sections of the country had a 
rapid building up of new indus- 
tries during the war. The Pacific 
States, with a 25% population 
growth since 1940 and_ truly 
spoken of by a writer in Nation’s 
Business as “Our New Western 
Empire,” confidently expect not 
only to retain but to enlarge their 
share of manufacturing and trade 
after the war. 

Mass production requires also 
mass distribution, and the rail- 
roads and airlines are adding to 
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Profit Opportunities in the Making 
for Early 1947 Markets 
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Geared To Today's Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit . . . 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Average price under IC. 


Recommendations for Income and Profit .. . 
Common stocks, preferred stocks and bonds 
. . « for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building .. . 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 20. 


Recommendations Analyzed . .. Pertinent de- 
tails as to position and prospects are given 
cn securities advised. 


When to Buy ... and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
er fully committed .. when to be liquid. 


Market Forecasts . . . Every week we review 
and forecast the market, giving you our definite 
advice. Dow Theory Interpretations are in- 
cluded for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


‘Consultation by Wire and by Mail... To keep 


your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time. 


Added Services ... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . “Ahead-of-the-news" 
weekly reports from our special correspondent 











NOW ... while the market is still reappraising the various securi- 


ties in this transitional phase . . . you can greatly strengthen your 
investment position . 


. . . Through capitalizing on the broad market setback... 
concentrating in sound issues as they are carried down to 
bargain prices . . . issues that will not only rebound to 
their natural levels but forge ahead substantially to new 
highs in discounting their outstanding potentials. 


Buy on setbacks ... sell on strength has always proved a successful 
investment policy. But it is important that you hold favored stocks 
in approved industries . . . and know what action to take. For this 
guidance, you can turn to The Forecast with confidence now and 
over the important period ahead. 


Forecast Service Will Be Geared 
To Your Needs in 1947 Markets 


1947 will bring a major market turning point . . . a new cycle of 
investment and speculative opportunity. The Forecast will counsel 
you in taking full advantage of this new recovery in the making... 
based on resourcefulness born of experience in building profit and 
income for our subscribers in major and minor cycles for the past 
30 years. 


It will serve you now in adjusting your portfolio through strategic 

planning. Then through continuous service, you will be advised 

what and when to buy and when to sell. You will follow specialized 

programs especially suited to your capital, wishes and objectives 
. with all commitments kept under our constant supervision. 


We would like to. have you with us... for we feel that we can 
serve you well... in your best investment interests. Let us help you 
make 1947 the year of financial progress you want it to be by plac- 
ing your enrollment now. 


Mail the coupon below today . . . it provides for FREE service 


to February Ist. 
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their equipment so as to duplicate 
in peacetime the amazing trans- 
portation records established dur- 
ing the war. Retailers likewise 
have increased their capital and 
are geared to high volume, with 
sales for the first eleven months of 
1946 running 33% above 1945 to 
new high levels. One New York 
City Department store had sev- 
eral days recently in which sales 
topped $1,000,000. 

Continued high-volume opera- 
tions are thus called for to meet 
these conditions and to raise even 
higher the national income and 
living standards of our people, 
just as the application of power, 
as described by Mr. Van Deventer, 
made possible in an earlier period 
of our growth the increase in 
production, lowering of costs, 
shortening of work hours, and im- 
provement in health and well-be- 
ing. 





As I See It 





(Continued from page 291) 


relations. It is said that the Rus- 
sians have been affected by this 
turn of events, a supposition which 
I do not believe has real merit. 
It seems more likely that the Rus- 
sians are temporarily less aggres- 
sive only because they have evolved 
other means for accomplishing 
their ends. For example, the three- 
pronged attack on Greece, and the 
latest Iranian incident may mean 
that the Soviet intends to solve 
her eastern problems by coup 
d’etat. It is highly possible that 
the firming of our political struc- 
ture had a restraining influence 
on Russia which resulted in the 
capitulation of Azerbaijan, which 
it seems now Russia was trying to 


hold on a bluff. 


In short, I would say that the 
showdown with John L. Lewis in- 
dicates, first, the return of bal- 
ance and real democracy to our 
government; secondly, the basis 
for establishing of a sound foun- 
dation under our institutions and 
our national economy as we ad- 
vance into the first phase of an 
epoch of world expansion. Third- 
ly—it will demonstrate beyond all 
doubt to the rest of the world that 
we have the power and the will to 


translate into vigorous reality the 
democratic principles that we 
have preached so long. 





Russia's Economic Pincers 
Attack 





(Continued from page 299) 


lish monopolistic State enter- 
prises which they then proceed to 
control. The usual procedure has 
been to organize a bi-national com- 
pany (Russian-Hungarian or 
Russian-Rumanian, whichever the 
case may be), with exclusive trad- 
ing rights in certain fields and 
controlled by the representatives 
of the two nations. In Rumania, 
the following activities have been 
or are in the process of being 
brought under joint control; 
petroleum, navigation, shipbuild- 
ing, hydro-electric power genera- 
tion, air transport, timber, glass, 
mining, and metallurgy. For 
Hungary, the list would be almost 
as long. It is claimed that at least 
10 per cent of the Rumanian and 
Hungarian industries are likely 
to stay permanently under Rus- 
sian control. 

Before the Second World War, 
about 70 ‘per cent of world trade 
was “bilateral,” i.e. representing 
imports offset by exports in trade 
among individual countries, ac- 
cording to the League of Nations 
estimates. However, only a rela- 
tively small part of this bilateral 
trade was of a “directed” nature, 
such as the trade between Ger- 
many and the Balkan countries, 
or Great Britain and Argentina. 
Since the end of the Second 
World War, many countries -have 
intentionally entered into bilater- 
al trade agreements to get around 
the instability of their currencies 
and other postwar problems ham- 
pering the exchange of goods. 
Today there are about 60 to 70 
bilateral trade pacts, arranged 
largely among the countries of 
Continental Europe. Of these 
pacts, about 30 are bilateral trade 
agreements concluded among the 
countries of Western Europe. 
Most of them are one-year 


arrangements, aimed at exchang- 
ing surpluses during the im- 
mediate war-to-peace transition 
period. Some of them are not 
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being renewed, and most of 
them have a provision that they 
are not intended to be contrary to 
the spirit of the trade expansion 
program adopted at Bretton 
Woods. 

Of far greater importance to 
the re-establishment of free and 
expanding trade are some 30 to 
40 bilateral trade agreements 
concluded by Russia or the coun- 
tries within the Russian sphere 
of influence either with each other 
or with some of the western 
European nations. Some of these 
pacts run for considerable periods. 
For example, Russo-Rumanian 
and Russo-Swedish trade agree- 
ments run for five years. In the 
case of Sweden, about 15 per cent 
of the country’s industry will be 
busy on Russian orders. Since 
Poland, one of Russia satelites, is 
also about to extend and expand 
considerably its present bilateral 
trade agreement with the Swedes, 
a considerable part of Swedish 
foreign trade in the future is 
about to be diverted into bilateral! 
channels. Practically the entire 
trade of Rumania and Bulgaria is 
flowing in bilateral channels. 


The danger is that most of the 
above described bilateral trade 
agreements may be here to stay: 
a number of the countries in the 
Russia sphere of influence have 
already adopted a full govern- 
ment foreign - trade monopoly 
(Yugoslavia, Bulgaria, Albania). 
Even a country the prosperity of 
which is directly dependent upon 
expanding, multilateral trade, 
such as Czechoslovakia, will prob- 
ably have at least one-half of its 
foreign trade diverted into bila- 
teral channels. The other half is 
to be subject to multilateral trade 
provisions which Cechoslovakia 
has promised to accept, obviously 
to get a loan from the United 
States. How such a “neither-fish- 
nor-fowl” arrangement will work 
is an open question. We would ex- 
pect that the free trade segment 
would be under constant pressure 
from state breaucracy. 


Russia has not been discourag- 
ing the countries in its sphere of 
influence from entering into trade 
pacts with the western countries. 
Undoubtedly this is because cer- 
tain of the packs are likely to 
work to the ultimate benefit of 
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Russia. Some of the cotton goods 
which Czechoslovakia will make 
out of raw cotton obtained in the 
United States or South America 
will eventually find their way into 
Russia. 


How large is the area in which 
all or a part of the foreign trade 
will either be subject to govern- 
ment monopoly or be diverted into 
bilateral channels? As will be seen 
from the master table prepared 
for this article, the lands and 
countries annexed directly by Rus- 
sia in the course of the Second 
World War have an area of about 
the state of Texas and a popula- 
tion of roughly about 23 million. 
With the exception of the three 
former Baltic republics, which 
have highly developed food pro- 
cessing and dairy industries, the 
Petsamo area of Finland, which 
is rich in nickel ore, and the island 
of Sakhalin, which has important 
petroleum fields, the areas directly 
annexed are not particularly im- 
portant from the view point of 
our foreign trade. 


Far more important than the 
areas directly annexed are the 
countries in the Russian sphere 
of imfluence. In Europe, these 
countries include a considerable 
bloc with a population of about 
90 million. Their area is about as 
large as that of the states of In- 
diana, Ohio, Michigan, Illinois, 
Wisconsin, Minnesota, Iowa, Ne- 
braska and Kansas, which states 
they also resemble in climate, ter- 
rain, and principal products. 
Their pre-war trade (exports and 
imports combined), averaging 
about $2.5 billion, was only about 
6 per cent of world trade. While 
this was not a large amount, the 
point is that the Danubian Basin 
and Eastern Europe were, up to 
the Second World War, rapidly 
growing countries. This was one 
of the world areas with great 
economic possibilities. There was 
a natural and profitable exchange 
of foods and raw materials from 
this area for the industrial prod- 
ucts of Western Europe, which 
obviously will be permanently 
dislocated. 

In Asia, the Russian sphere of 
influence includes the vassal state 
of Outer Mongolia, the Chinese 
province of Sinkiang (Chinese 
Turkestan) Persian Azerbaijan 
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and a part of northern Manchu- 
ria. These are huge areas—almost 
as large as the United States west 
of the Mississippi River. They 
are practically empty as far as 
population is concerned, but they 
have apparently vast undeveloped 
wealth. Both northern Manchuria 
and Outer Mongolia have varied 
mineral resources and extensive 
timber stands. Mongolia is poten- 
tially a great cattle producing 
country. In Persian Azerbaijan 
and Chinese Turkestan there are 
large petroleum deposits. The 
Russians are in a better position 
to exploit Turkestan’s great po- 
tential wealth (the country is 
sometimes called the Alsace- 
Lorraine) than the Chinese, hav- 
ing pushed railways and high- 
ways to its borders in a number 
of places. 


Something remains to be said 
about the Russian-occupied parts 
of Germany, Austria and Korea. 
Their trade is at present largely 
diverted to Russia, but whether 
the Russian influence will stick is 
another question. It will depend 
upon whether the peace treaties 
will permit the Russians to retain 
control over the enterprises they 
acquired in one way er other. 


The terms of the trade agree- 
ments between Russia and indivi- 
dual countries, so far as they have 
been filed with our State Depart- 
ment, apparently differ widely as 
to their scope and the degree of 
bilateral trade channeling. The 
most vicious, as far as trade re- 
striction is concerned, are prob- 
ably the treaties with Hungary 
and Rumania, the countries that 
also have to make deliveries to the 
Russians on the reparation ac- 
count. 





TAX NOTE 


With further reference to our 
Tax Article in the November 23 
issue (page 205) on treatment of 
preferred dividend arrears, this 
is not to be construed as a uniform 
rule covering all cases. It varies 
in different situations, especially 
as regards the origin of funds 
from which arrears are paid. The 
taxpayer should consult corporate 
officers of companies in which he 
holds stock in this category to as- 
certain exact tax treatment. 
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CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


‘ THe Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The lar quarterly dividend for )} 
the a son uarter of $1.1834 per 
share, payable January 1, 1947 to 
holders of record at the close of busi- 
ness December 17, 1946. 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable January 1, 1947 to holders of 
record at the close of business Decem- § 
ber 17, 1946. 


COMMON STOCK 


25 cents per share, payable December 
31, 1946 to holders of record at the 
close of business December 17, 1946. 


R. O. GILBERT 
Secretary § 


December 3, 1946. 
ww aa 


—_g— 


Tue Evectric StoRAGE BATTERY 
COMPANY 


185th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
final dividend for the year 1946 of one 
dollar ($1.00) per share on the Common 
Stock. payable December 31. 1946, to 
stockholders of record at the close of 
business on December 16, 1946. Checks 
will be mailed 
H. C. ALLAN, 
Secretary and Treasurer 


Philadelphia 32, December 6. 1946 


























PFEIFFER BREWING COMPANY 


3740 Bellevue, Detroit 7, Michigan 
Dividend #36 

Phe Board of Directors of Pfeiffer Brewina Com 
pany, Detroit, the deci 4 of 
dend No. 36, consisting of twenty-five cents per 
share for the fourth quarter plus a year 
special dividend of twenty-five cents. # total of 
Mfty cents per share, payable Dec. 23, 1946, to 
stockholders of at the close of busines. 


, 1946. 
M. A. YOCKEY, Secretary and Treacurer 

















UNITED CARBON COMPANY 
Dividend Notice 
A quarterly dividend of 75 cents per share 
and an extra dividend of 50 cents per share 
have been declared on the Common Stock of 
said Company payable December 20, 
to stockholders of record at 3 o’clock P. M. 
on December 12, 1946. 
Cc. H. McHenry, Secretary. 


UNITED FRUIT COMPANY 
DIVIDEND NO. 190 
A dividend of fifty cents per share on the 
capital stock of this Company has been de- 
clared payable January 15, 1947, to stock- 
holders of record December 19, 1946. 
LIONEL W. UDELL, Treasurer 
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Every Investor with $20,000 or More. 


—needs this personal counsel for the coming year 



















































FAVORABLE new era for private enterprise 
A and the investor has started! 


Republican control of the House and Senate will 
hasten the clearing away of war-born regulations, 
shortages, worker unrest, unbalanced government 
finances and taxes. 


True, many serious problems must be solved and 
vital changes are ahead for every company in which 
your capital is invested, But, then, we shall enter a 
period of great prosperity for well managed and 
situated corporations able to meet new keenly com- 
petitive clashes. 


In this setting your securities need the capable, per- 
sonal supervision rendered by this Service with its 
background of 39 years of successful counsel. No 
other is more complete and definite. 


What to Hold, Buy or Sell Today 


First, a detailed report is prepared for you analyzing 
your entire list—taking into consideration income, 
safety, diversification, enhancement probabilities, suit- 
ability to your needs and to tomorow’s outlook. 


Specific counsel is offered on each issue you own. 
Any unfavorable securities are indicated with reasons 
for selling. Current recommendations are given for 
strong substitutions. If part or all of your account 
should be held temporarily liquid, you are so advised. 


Continuous Supervision for Better Results 


Your securities are held under the constant observa- 
tion of a trained, experienced Account executive. 
Working closely with the Directing Board, he takes 
the initiative in advising you as to the position of 
your holdings. It is never necessary for you to con- 
sult us. 

At frequent intervals you receive reports on any im- 
portant changes which affect your securities. You will 
be told what to do in relation to exchange offers, 
refundings, stock split-ups, stock dividends and other 
developments. 


When changes are recommended, precise instructions 
as to why to sell or buy are given, together with 
counsel as to the prices at which to act. Alert advice 
by first class mail, air mail or telegraph, relieves you 
of any doubt concerning your investments, 


Year-End Tax Help and Consultation 


You can consult us on any special investment prob- 
lems you face. You will receive prompt help to 
minimize your tax liability. Our fee is allowed as a 
deduction for tax puposes, considerably reducing the 
net cost to you. 


Confidential Weekly News Letter 


Each week you receive a four-page summary of the 
Outlook for business, price controls, foreign news, 
Washington developments and the latest figures on 
our market indexes. This merely supplements our 
personal supervision of your individual investments 
—giving the background for our policies and advice. 


Annual Progress Reports Prove Our Ability 


Investment Management Service has grown and 
prospered by earning the renewals of its clients 
through results obtained. Throughout the year we 
keep a record of each transaction as you follow our 
recommendations. At the end of your annual enroll- 
ment you receive your audit of your account showing 
just how much profit and income you received. 


How Our Fee Is Determined 


Annual charge for our Service depends upon the 
size of the account. For portfolios below $40,000 
value, our minimum yearly fee of $300 applies. For 
accounts of more than $40,000 our charge is figured 
at 34 of 1% of the value of stocks and cash held, 
plus 14 of 1% of the value of your bonds. There 
is no charge for Government bonds. One sum, paid 
in advance, covers complete supervision—we do not 
ask any percentage of profits produced for you. 


Enroll Now for Immediate Benefits 


Enrollment now will assure your capital of competent 
prompt advice which in the next twelve months 
should prove highly productive for you. With your 
check, send us a complete list of your securities, indi- 
cating amounts and buying prices. Also, state your 
personal objectives and needs so our counsel can be 
of utmost immediate benefit to you. 
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INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


~ 90 BROAD STREET 


NEW YORK 4, N. Y. 
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---sold only 


in the finest stores 
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THE MAGNAVOX BELVEDERE: Masterpiece of tone and craftsmanship in a distinctive 
Chippendale Commode. White oak, mahogany or walnut 


\4 hen you buy Magnavox, you buy quality... and you buy it with confidence through a quality dealer. 
For the distribution of Magnavox radio-phonographs is restricted to a relatively few institutions of established 


integrity and responsibility — serving those who are satisfied only with the best. 


This selective distribution policy has proved sound and economical for both buyer and seller. 
It is one of many Magnavox merchandising, manufacturing and engineering innovations: the first single dial 
radio, the amplified radio-phonograph, cabinets of superb and timeless styling, the revolutionary 


electrodynamic speaker that in 1915 created new concepts of sound reproduction. 


See Magnavox in America’s fine stores. Thrill to tone quality and performance established 
as the highest standard in radio. Choose from a variety of exquisite cabinets created to grace the finest homes. 
Compare Magnavox with all others and you'll never be content until you own a Magnavox. 


The Magnavox Company, Fort Wayne 4, Indiana, 
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RADIO PHONOGRAPH 
“She Symbol of Quality in Radi 
— Since 1915 


Electrolytic Capacitors 





itustravox Sound Slidetiim Equipment 
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RESERVE 
Y lhe wh 


sCHE N LEY 


Theres a wealth o cheer in its Sunny Morning Flavor 


Festive occasions and Schenley Reserve belong together, be- 


cause they're both special! Schenley Reserve’s Sunny Morning 
flavor brings a special...an extra measure of enjoyment. 


Taste why Schenley Reserve is far and away America’s favorite! 


\ PRE-WAR 
/\ Quauty 


RESERVE 


BLENDED WHISKEY 86 PROOF. 65% GRAIN NEUTRAL SPIRITS. COPR. 1946, SCHENLEY DISTILLERS CORP., N. Y. C. 
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